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, New Thousands Every Day Are Demanding SILEX 


7 Feature it in your Promotion! 
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demand wherever perfect coffee is in demand 
. and that means throughout the country! 
More and more dealers are discovering that 
their profits soar when they stock Silex. Feature 
Genuine Silex Glass Coffee Makers in your 
promotions, advertising and displays .... 
and watch those profits climb! = 
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THE SILEX CO. - Dept. PF-1 - Hartford, Conn. 
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Regulators. 


MALL and inconspicuous as it is, a reliable gas pressure 
regulator is important for customer satisfaction. Barber 
Regulators. are carefully designed to meet the demands of gas 
consumers for safety, economy, and satisfactory performance 
on household or commercial gas-burning appliances. Gas com- 
panies today realize that customer satisfaction on these points 
is vital. 


Barber Regulators are precision devices, dependable in 
operation, long lasting, accurate, trouble free. Built with high- 
grade bronze bodies, brass working parts, phosphor bronze 
springs, non-deteriorating diaphragms (for Butane-Propane or 
bottled gases, regulators are supplied with specially treated 
diaphragms). Use Barber Pressure Regulators on appliances 
which you install or sponsor. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER oacssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Ges Appliances 
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s Dependable a Work-and-Time-Saver 
s the Famous Fei@estt> Wrench 


his EROGZ30t> No. GOR Threads 4 Sizes of Pipe 


ith 1 Set af Chasers—Sets to size in 10 Seconds! 


OU enjoy the same dependable service from this 

die stock as millions of users get from the 
RIFEaID Wrench—PLUS extraordinary saving of 
time and effort. A 10-second adjustment sets it to 
thread 1”, 1144”, 114” or 2” pipe—1 set of chasers 
that stay in, no extra sets to lose or waste time. 
Fool-proof workholder sets instantly. It cuts clean 
perfect threads easily—you can turn it with your 
little finger. Long-wearing high speed steel chaser 
dies, powerful all-steel and malleable-alloy con- 
struction. Try it at your Suppy House. 


THE RIDGE TOOL CO., ELYRIA, OHIO 


Slee le 
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5 deter-scte waiting for Congress to pass so- 
called price-control legislation, the Of- 
fice of Price Administration has already 
moved, on a number of commodity fronts, to 
put “ceilings” on prices. The latest along this 
line are the steps taken by Price Administrator 
Henderson to keep in check prices on tobacco 
and sugar. 


NEEDLESS to say, the public utility indus- 
tries, which have long had to live under price 
“ceilings” especially designed for them by reg- 
ulatory authorities, have ‘followed closely 
these anti-inflationary measures. Indeed, it is 
one of the paradoxes of the present war-time 
economy that utility industries, which are like- 
ly to be most affected by the operation of 
price-control legislation, are themselves spe- 
cifically exempt from the application of such 
legislation. 


Yet, it is precisely because utilities cannot 
raise ‘their own prices (for services per- 
formed) that they are benefited by legislation 
to prevent other, and hitherto unregulated, 
businesses from raising their prices. These are 
prices on commodities which enter into the 
operating expenses of the utilities, either di- 





ERNEST R. ABRAMS 


Inflation casts its shadow long before 
it gets here. 


(SEE Pace 79) 
JAN. 15, 1942 
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JAMES H. COLLINS 


The war has added to the responsibility of 
utility personnel management. 


(SEE Pace 85) 


rectly as supplies and equipment, or indirectly 
as living costs of utility employees. 


Ir would seem to follow from this that the 
more strict and more universal is the price- 
control formula, the more desirable from the 
standpoint of ‘utilities, Leon Henderson’s 
theory of individual price ceilings, whereby 
there may be as many different commodity 
price levels as there are roof levels in a city 
like New York, would not seem to be quite 
so satisfactory as Bernard M. Baruch’s plan 
for a universal ceiling, freezing all cemmodity 
prices as of a given date. 


¥ 


GAIN, there are the questions of exemp- 
tions, or preferences, for farm commodi- 
ties. There is the complete absence, to date, 
of any proposal for wage control. Our neigh- 
bor to the north, the Dominion of Canada, tried 
the multiple-ceiling theory without success and 
recently had, to return to a more forthright 
price-control principle. Be that as it may, 
Washington appears determined to follow 
through with the more elastic multiple-ceiling 
plan. And the reaction of most utility com- 
panies seems to be that any kind of price con- 
trol is better than no price control at all. 
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RILEY STEAM GENERATING UNIT 


Outstanding American 
Lignite Burning Installation 











a 































































































































Geare Ui 








C 


| | Greece 























saath d 
eet * ee eee 








= 
4 





























| 








MY j 














cf OTTER TAIL POWER COMPANY, Wahpeton, N. D. 

y 130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 

Riley Boiler, Superheater, Steam-temperature Control, Economizer, 

Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 

Harrington Stoker. 


| RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS §=CINCINNATI HOUSTON CHICAGO 8&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 





. -) So Sap Sie” 
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PAGES WITH THE 


Tuis recalls a remark attributed to Senator 
Walsh of Massachusetts during the recent 
hearings on price-control legislation, when a 
puzzled constituent asked him to explain the 
difference between the Henderson plan and the 
Baruch plan. “As near as I can make out,” 
Walsh is reported to have answered, “Hender- 
son wants to give us price control, a /a carte, 
while Barney Baruch wants us to have it table 
@héte!”’ To that again a utility man might 
well exclaim: “Any kind of a meal, as long 


ibd 


as we get to eat it soon! 


In this issue ErNEst R. ABRAMS gives us a 
little background on the entire price-control 
and threatened inflation situation. We see, in 
this article, that it really is not a public utility 
problem particularly, Public utilities just 
happen to be businesses which are more im- 
mediately affected by inflation. Inflation is a 
relative term. When price rises become 
stabilized, we no longer think of them as in- 
flationary. In this winter of 1942, we look back 
wistfully to the 25-cents-a-pound choice pork 
chops of a mere year and a half ago. Those 
prices in turn w ould have horrified our fathers 
in the 10-cents-a-pound era of 1913. The eco- 
nomic danger comes when price changes are 
too abrupt, too unfair, and too panic produc- 
ing. Mr. ABRAMS is a veteran New York city 
financial writer, whose articles have often ap- 
peared in the ForTNIGHTLY and other business 
and economic publications. 


¥ 


HE opening article in this issue by a mem- 

ber of our own editorial staff, FRaNcIs X. 
WELCH, represents the latest of a series of 
annual attempts to appraise the Washington 
picture in terms of utility developments dur- 
ing the coming year. This time Mr. WELCH 
has drawn for himself a pretty tough assign- 
ment—with the war and everything. But that 
is what he thought last year. And, as we glance 
back over his article in the ForTNIGHTLY of 
January 2, 1941, he didn’t do so badly. 


HE predicted no new Federal projects for 
1941—with the exception of revived interest 
in the St. Lawrence—and no. important gains 
for municipal ownership. But he said that 
established Federal projects would be con- 
solidated and that the REA would go forward 
until national defense eventually pinched off its 
appropriations. Those prognostications, among 
others, turned out to be approximately true as 
of 1941. If Mr. WetcH has half as good luck 
on his 1942 forecasts, he will be entitled to 
keep his card as a working member in good 
standing of the Prophets’ Union. 


¥ 


wc the new draft law making all men 
between twenty and forty-four subject to 
call for military service, the problem of utility 
employment is going to be increas: ingly difficult 
during the months ahead. We used to think 
in terms of a military conscription system that 
would leave key utility employees at their posts 
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EDITORS (Continued) 


T. N. SANDIFER 


The DCB is succeeding the FCC as the real 
boss of the nation’s radio. 


(SEE Pace 93) 


because of the vital service rendered. Now we 
find that, in many cases, contrary develop- 
ments are indicated. 


THE skilled technicians of the telephone in- 
dustry, for example, are just the sorts of men 
the United States Signal Corps wants. And the 
Engineers Corps looks with longing eye at a 
battalion of trained electric, hydraulic, and 
civil engineers who have become a vital part of 
many a gas and electric utility staff. Added 
to this is the increasing demand for special pro- 
tection of utility properties from war risks 
which may take extra hours from utility em- 
ployees who know best how to guard such vital 
properties. 


THEN there is the longer-range problem of 
keeping open the job for the man in uniform, 
together with keeping promises to the newly 
recruited employee. JAMES H. CoLLINs, vet- 
eran editor of Southern California Business, 
and well-known magazine writer, analyzes in 
this issue these and other angles of utility 
personnel. aa 


¥ 


N. SANDIFER, Washington newspaper- 
eman and former White House cor- 
respondent, is the author of the article deal- 
ing with the latest developments in the regula- 
tion of radio broadcasting by the Federal Com- 
munications Commission. 


THE next number of this magazine will be 
out January 29th. 


A, Cdlital 
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Gertrude Ferguson, who fives at 3019 Merle Hay 
Road, has been employed one year by the Elec- 
tric Company, Her hobbies include basketball, 
swimming and cooking. 


.. Who help 
-ctric Service 


Gertrude Ferguson is employed in customer 
service records in the accounting department of the 
Electric Company. She says: 

“‘The files I handle contain a card for every one 
of our customers, listed by street numbers. 

“Hundreds of new families move to Des Moines 
every year and cards are immediately filled out 
and filed as applications for service are approved. 


“You'll probably be surprised to learn that be- 
tween 15,000 and 20,000 of our customers move 


_from one address to another in Des Moines 


every year. When we are notified a customer is 
to move, we locate his service card immediately 
and note on it the date that service is to be dis- 
continued at the present address, the new ad- 
dress he is moving to, and the date service is to 
start there. We can handle all details of a cus- 
tomer’s move in less than two minutes, thanks 
to the up-to-date telephone and filing system 
we employ.’’ 


“Electricity is CHEAP in Des Moines”’ 


Residential Rates Here Have Been Reduced 38% in the Past 15 Years 


BLITZSERVICE 


Kardex Customer Service Record 
Betters Public Relations for this 
Utility by Vastly Speeding All 


Phases of Service Contacts... 


The Des Moines Electric Company elects to 
“please the public’ by giving fast service! . . . 
and then does a remarkably fine job of justifiable 
“horn blowing" via local newspaper advertising! 


Naturally they choose KARDEX for their Cus- 
tomer Service Record . . . no other type of record 
offers so much for so little cost per account. 
Imagine being able to handle all details of cus- 
tomers’ moves in less than two minutes . . . com- 
pleting service orders for “turn ons," “turn offs,” 
appliance adjustments, etc., by simply entering 


date, name and address on the Service Card. 
Think of it! no time-consuming clerical operations 
and no error-ridden transcribing. 


As many as 70 accounts are visibly indexed in 
each KARDEX slide, alphabetically by streets and 
numerically by house number. Brightly colored 
signals in the KARDEX visible margin flash such 
important analysis facts as ‘idle meters’’—which 
permits the maintenance of an economical meter 
inventory. 


For bettering customer relations through faster 
cutting operating costs through work 
simplification . . . reducing embarrassing “clerical” 
errors through centralized control . . . there is no 
substitute for a KARDEX Customer Service Record. 
Write or call our local office for all the facts! 


service... 


Public Utilities Prefer Remington Rand Products 


REMINGTON RAND INC. 
BUFFALO 


BRANCHES IN PRINCIPAL CITIES 
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Vulcan provides clean heat transfer surfaces to 


the Combustion four-drum, bent-tube, 400,000 
Ib. per hr., pulverized coal-fired boiler which serves VULCAN S 0 0 T B L 0 W E R S 
this new 40,000 kilowatt, 900 Ib. per sq. in. : 


Southern plant. 


i 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-I are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“Fundamentally, transit is the workingman’s transpor- 
tation.” 


¥ 


“Tf the government can’t lick John L. Lewis—it better 
lay off Hitler.” 


¥ 
“You don’t get peace and you don’t retain peace just 
by being peaceable.” 
¥ 
“Many luxuries can be put aside, but you cannot run 


a subway or a bus line unless the equipment is properly 
maintained.” 


¥ 


“.. . peace will’ bring a new crisis—a crisis more com- 
plex, far more subtle, and possibly much more cruel than 
war itself.” 


¥ 


“T believe the railroads will always be the backbone of 
transportation, but I also believe that the backbone is 
not sufficient.” 


¥ 
“Wars are paid for out of the standard of living of 


the people. . . . Dictators are the receivers of insolvent 
governments...” 


¥ 


“I believe in private enterprise. I have a small stake 
in the private enterprise in this country, just as you have. 
I believe in individual initiative.” 


¥ 


“The total cost of publicity, under its several govern- 
mental guises, will be more in 1942, we should guess, 
than that of a first-class battleship.” 


¥ 


“Good men at the head of an administrative agency 
will do a good job under a very defective law, while 
poor men will make a mess of a perfect statute.” 
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.-e ALL THREE ARE ESSENTIAL 





New and Timely 
Information on These 
Subjects Now Available 


Yours for the Asking 





MATERIAL CONTROL . 
COST RECORDS . 
PAYROLL RECORDS 


EARNINGS CALCULATION 
AND ACCRUAL . 


PURCHASE AND PAYMENT 
RECORDS . a4 e 


EXPENSE DISTRIBUTION 
STATISTICS . 
BUDGETARY CONTROL 
BILLING 


BSE Eg 2 EB 























It takes figures—accurate and up-to-the-minute—to 
make production plans . . . to keep materials moving 
toward scheduled points of assembly... to meet 
payrolls promptly ...to provide management with 
the statistical controls on which to base quick 
decisions. Today, when minutes count, both govern- 
ment and industry are using Burroughs Statistical, 
Forms Writing, Bookkeeping, Calculating and Add- 
ing Machines to meet these vital figuring needs in 
less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY 
6104 SECOND AVENUE, DETROIT, MICHIGAN 
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“It has been said that all governments perish from ap. 
excess of their virtues. Necessary discipline becomes: 
tyranny, and freedom becomes apathetic, careless, and 
corrupt.” 


¥ 


“If we create and carry out a plan whereby goverp.’ 
ment and business can codperate in democratic free en- 
terprise for the interests of the whole people, we can 
prove the value of free enterprise. All this will require 
planning.” 


¥ 


... we are constantly seeking to demonstrate that pub- 
lic power and reclamation are Siamese twins; that neg- 
lect of the one necessarily affects the health of the other; 
that the very life of the one is largely dependent upon 
the well-being of the other.” 


> 


“ 


“T am certain that Congress, in passing the Public Util- 
ity Holding Company Act... never envisaged that the 
day would come when small investors would be frozen 
out of high-grade investments through the SEC’s inter- 
pretation of the powers granted it under this act.” 


¥ 


“Let capital and labor find a way to bring about a 
fairer balance in the distribution of the fruits of their 
common effort, but let them not violate and destroy the 
fundamental principles upon which their individual and 7 
mutual success depends. France did it and she fell.” 


sa] 


“Combat aircraft moving at 400 miles per hour, 35,000 
feet above the earth, are the couriers of tomorrow’s com- 
merce. Bombers capable of carrying a load of 20 tons a | 
third of the way around the earth without refueling are 
the forerunners of the cargo and passenger ships of 
post-war transportation.” ’ 


¥ 


“Despite the fears of labor, I believe that compulsory 
arbitration might work so satisfactorily during war time 
that it would be continued later on. After all, capital and 
labor are the only forces in the civilized world which 
are still permitted to settle their disputes by fighting. 
Individuals no longer fight duels; and there may be no 
place in the post-war world for wasteful duels between 
unions and employers.” 


¥ 


“If peace is but an interlude between wars, then waf 
itself is useless.” 





pte neat, streamline 
pearance—easily ac- 
sible to inspection and 
justment. 


b superstructure nec- 
ary—easily mounted 
wall or ceiling. Note 
gap between phases. 
ses can be round or 
are as shown below. 

















All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 











METAL ENCLOSED 
BUS— Eliminates 


Interphase Shorts. 


Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 


GREENSBURG, PA...... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
_ 
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...for Welded Piping Systems 


Joints are never the “tweak links” in 
welded piping systems when your pipe 
or tubing is correctly installed with 
Grinnell Welding Fittings. For, these 
special-quality stock fittings are identi- 
cal with the pipe itself .. metal-matched 
to correspond in strength and chemical 
and thermal characteristics with any 
pipe or tubing you select. 

Because they are precision-engineered 
in all mechanical characteristics, too, 


WELDING FITTINGS BY GRINNELL by 


Grinnell Welding Fittings speed-up and 
improve welding. Accurately beveled 
faces .. full-strength outlets extruded 
by exclusive Grinnell process save labori- 
ous saddle-welding..only simple butt 
welds are required to produce joints of 
maximum strength. 

Write for full details in data booklet 
“Grinnell Welding Fittings”. Grinnell 
Co., Inc., Executive Offices, Providence, 
Rhode Island. Branches in principal cities. 





WHENEVER PIPING 1S INVOLVED 
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No. 26 of a Series 


ODERN STEAM GENERATING UNITS 


& 
MNECTICUT LIGHT 
= COWER COMPANY 


Devon Steam Station 
Devon, Gonn. 
5,000 Ib per hr 


—950 psi 
Temperature—900 F 













Capacity—22 
Suniae Pressu 
Total Steam 






































The sectional elevation at the right 
shows a C-E Unit, one of two, now un- 
der construction for the Devon Steam 
Station of The Connecticut Light & 
Power Company. 


C-E equipment includes Type V3 
Boilers, Water-Cooled Furnaces, Bowl 
Mills, Horizontal Burners and Elesco 
Superheaters (2-Stage Type). Air 
heaters are the Ljungstrom regener- 
ative type. 


These units are part of an exten- 
sion of facilities at the Devon Station 
which is under the supervision of 
United Engineers and Constructors. 


eo @ @ 

ad Many of the most notable steam generating units 
od of the present day have been designed by Com- 

bustion Engineering. They include eight of the 
ed ten units in the world which are capable of 
i producing 1,000,000 1b. of steam per hr.; also 
6 the boilers most recently installed in the world’s 

largest utility, industrial and central heating 
of plants. 


t C-E Products include all types of 
ll BOILERS © FURNACES ® PULVERIZED FUEL EQUIPMENT @ STOKERS 
2, SUPERHEATERS ® ECONOMIZERS @ AIR HEATERS 


COMBUSTION & ENGINEERING 


200 MADISON AVENUE, NEW YORK, N.Y. 


A-688 
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The careful investor judges a 
security by the history of its 
performance. _ 


KERT 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 


January 15, joq 
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Finds INTERNATIONAL 
Truck with METRO 
Body Ideal for 


i Servicing Work 


Overhead light globes in Indianapolis’ is heated at night and remains hot for the 
municipal lighting system are kept spic mext day’s work. About 35 gallons of 
and span, thanks to the maintenance de- water are used during a normal day’s 

im partment of the Indianapolis Power and operation. 


oe ber: dal ee This Indianapolis application is one of 
the many in which ingenuity, plus the 
F ; ‘ adaptability and basically sound design 
The truck = equipped with a 10-foot of International Trucks, make more effi- 
ladder and a “laundry.” The spacious cient work possible. 
body interior (Metro bodies have twice 
the payload space of conventional panel Take your truck questions to the near- 
bodies on the same wheelbase length) has est International dealer or Company 
an elaborate globe washing system. There branch. Find out about the wide choice 
is a 52-gallon electrically heated water of sizes, models, and body styles. If the 
tank, a large wash basin capable of hold- dealer has trouble making delivery on 
ing the 18-inch globes, a drying rack, and the exact truck you want, it is because 
a compartment for carrying an extra the manufacturing demands of National 
supply of globes. The water in the tank Defense come frst. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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MORE ELECTRIC HEAT 


HOW UTILI 


AN INDUSZRIAL B 


A WIDE RANGE OF 
STANDARD SERIES 


in all required types and 
capacities, is at the ser- 
vice of every manufac- 
turer. This includes units 
for heating liquids by im- 
mersion or by attaching 
to the outside of the con- 
tainer, units for heating 
pipes, platens, molds for 
plastics, rubber, and simi- 
lar compounds, units for 
heating air, both for 
ovens or process applica- 
tions, and for comfort. 
Behind these units stands 
Chromalox _ engineering 
service, to assure com- 
plete success in their ap- 
plication. 


a 


CAN R = 


oa help increase 
defense production 


BOTTLENECKS IN INDUSTRIAL PRODUCTION 
are often due to heating difficulty. Steam 
pressure may be low or inadequate, other 
heating means equally so, or lacking in uni- 
formity, causing undue spoilage. New pro- 
duction methods may be rejected because 
of the installation delays attending steam. 


MR. UTILITY MAN, YOU CAN HELP boost that 
production curve. Tell your industrial cus- 
tomers about Chromalox electric heating 
units, how fast they work, how easily ap- 
plied, how they are always ready to oper- 
ate, maintain temperature uniformity with 
automatic control, develop heat when 
required and where it is needed. 


CHROMALOX ENGINEERS are always ready 
to help you work out the detailed applica: 
tion of electric heat. Use this cooperation— 
and the data in the Chromalox Book of 
Electric Heat—on request. 


EDWIN L. WIEGAND COMPANY 


7500 Thomas Blvd. * Pittsburgh, Penn. 


03 1540). Wed. 
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Heat Resistant 


ENDURITE 


INSULATED 


CABLES 


For Light and Power 


permitting use up to 75° C 


TYPE RH AND RHL 


and to Federal Specifications 


JC-106-A, JC-121 


NOW more economical to use, due to higher 
permissable current carrying capacity. 


ENDURITE INSULATION’S superior heat 
resisting and high dialectric characteristics make 
it specially suitable for use when electrical con- 
ductors are required to meet abnormal tempera- 
ture and aging conditions. 


CRESCENT INSULATED WIRE & CABLE CO. 


fo SR RE TET ™ ox 
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“O. T.” For DEFENSE! 


ON TIME... running on schedule! 


That’s the report for Transportation! By 
land, by water, by air, Transportation is 
ready. Ready to speed Defense on its way. 
Ready with more speed! 


Transportation is a part of everything 
America produces. It is part of every gun 
and plane and tank and battleship. Trans- 


portation is movement. Keep it fluid and: 


Defense s* >eds on. Freeze it and everything 
stops. 


Transportation is the lifeblood of American 
Production. Steel rails are the backbone. 
And the rails are ready. $1014 billion in- 
vested since 1920 . . . locomotives with 
43% more pulling power ... bigger freight 
cars with six times the mileage between re- 
pairs... more adequate yards and terminals 
. . . heavier tracks ... better signals .. . 
more efficient traffic management, which 
last year saved loading space equal to 30 
thousand carloads. 


Today freight moves two-thirds faster. 


And since 1920 two new Transportation 
plants have sprung into being. Freight rolls 
on rubber over $21 billion worth of high- 
ways Criss-crossing the continent. Ready for 
Defense are 600 thousand commercial 
trucks and a reservoir of 4 million more 
owned by farmers and various businesses. 


And freight takes wings! Passengers, mail, 
and freight-by-air link every state and all 
the Americas. 


Since 1920 America invested $80 billion in 
Transportation facilities. In highways, 
trucks, airlines, ships, waterways, railways. 
That’s almost twice the total invested in the 
preceding 100 years. What did we get for 
the money? A transportation plant which in 
extent, Capacity, variety, and flexibility has 
never been approached here or elsewhere in 
the world. 


The American Defense Program is the most 
gigantic effort any people, any nation, have 
ever undertaken. Transportation reports for 
Defense, On Time! 


As Transportation comes to the fore in 
news and politics, writers and speakers on 
public affairs will need the guidance of such 
surveys as ‘““Transportation Reports For De- 
fense,”’ September issue, Nation’s Business. 
You are free to quote from this article. 
Write for a reprint. 


* 
This message is published by 


NATION’S BUSINESS 


It is the 57th of a series contributed toward a better un- 
derstanding of the American system of free enterprise. 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 








OF BTU CONTENT AT ANY POINT 
ALONG THE LINE WITH 


CONNELLY CALOROPTIC 


| ae the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 

The Connelly Caloroptic provides constant visuai read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
value at any point in the manufacturing and distributing 
system. 

This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- 
tions in gas quality. In actual use in leading gas plants of 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its 


initial cost many times during the first year. < 
die sia y Write for 


illustrated bulletin 


TTT. 
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WATER METERS 
Minimize WWATER RATES 














, 100% Metered 
~ 


















MAXIMUM 
Al GALLONAG 
CLEA ACCOUNTED FOR 
EXCESSIVE OPERATING \ LOW OPERATING 

~ AND fi. AND 
MAINTENANCE COST MAINTENANCE COSTS 



































PUMPAGE PUMPAGE ir 
USAGE LEAKAGE 

BEeBaEs USAGE teanaes 
AMOUNT PAID FOR Peer a i‘. 
Result: HIGH WATER RATES Result: FAIR WATER RATES 




















W ater Meters, by giving you the figures on the 
amount of water consumed as opposed to the 
amount of water pumped, may reveal a disturbing 
amount of leakage in your mains. Only by the 
accurate figures which meters will provide can 
you keep that leakage under control and save 
yourself unnecessary pumpage and treatment 
costs on millions of gallons. 








Although the usage of water is shown the same in both 
P. S. diagrams (above) for the sake of simplicity, in actual 
practice water consumption would be less, with water 
meters, because less water would be wasted by consumers. 





NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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FOR OIL BURNERS FOR GAS BURNER 


MERCOID HAS PIONEERED THE DESIGN AND DEVELOPMENT OF CONTROLS FOR DOMESTIC AUTOMATIC 
HEAT, AND TODAY THEY ARE FOUND IN TENS OF THOUSANDS OF HOMES THROUGHOUT THE COUNTRY 


{mm Kh 


GENERAL INDUSTRY 


Oliséddethea 


nn y j 
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AUTOMATICCO NTROLS 
are meeling 


9 
AMERICAS 
NATIONAL DEFENSE 

omed, ng ce) & 
PROBLEMS 


We 


f 


{fv 1 
NDUSTRY | 


if 8] 
INDUSTRY 








IT HAS BEEN PUBLICLY STATED 
THAT THERE IS SCARCELY AN IN- 
DUSTRY IN THE COUNTRY THAT 
IS NOT USING A MERCOID CON: 
TROL SOMEWHERE 

Most are on vital applications in the 
control of temperature and pressure; 

$0 On automatic mechanical opera- 
ations. ¢ The time proven accuracy 
and dependable operation of Mercoid 

} Controls make them indispensabledur- 
i ing this time of Shabenad amperes 





MERCOID HERMETICALLY SEALED MERCURY SWITCHES 
ARE USED EXCLUSIVELY IN ALL MERCOID CONTROLS 
The initial cost is slightly higher than the average type of switches 
used in controls, but they save on the elimination of service expense, 
as there is infinitely less chance for contact trouble. They assure 
longer control life. ¢ A Mercoid switch cannot be affected by dust, 
dirt or corrosion. ¢ First illustration above, is a new light operated 
switch—the Mercoid Visaflame. This device has revolutionized the 
control of domestic and industrial oi! burners. The second one 
shows the snap-action tilting type. Last one, the magnetic stationary 
type. © Mercoid switches are extensively used in many applications. 
© For further information see Mercoid catalog. 

The Mercoid Corporation * 4233 Belmont Avenue * Chicago, Illinois 





WAR ON WASTE 
is essential when the Nation's ma 
power and resources are engaged i 
the important task of building up 
strong national defense. Mercoid Com 
trols are especially suitable for ca 
ing on a successful “war on wast 


and practically require no service 
tention after they are once instal! 
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RIGHT NOW OUR FACTORIES have only one to Defet 
interest: to make more Defense Aluminum fy 28"¢¢T! 
than the world has ever seen before. Every 


j OBVIOUS! 
resource we can muster 1s concentrated on 
that job. _" 
you. We 
WHEN AMERICA HAS WON THROUGH to make fm 'S going 
the world safe for our children to live in, ,, jm than +t 
the saying is: What a lot of aluminum js © CLO 
going to be available for everybody. ” | 
more qu 


THE REAL POINT TO PONDER is how to get set fm 9¢e4 is 
to make that deluge of light metal work for Alumin 
you. In the kind of world we're going to jp sttenst! 
have, sure as fate, the man who fails to call, jp ¥o"*2> 
now, on every resource at his command is § *"@PP© 


going to be left at the post. unlimit 
in you! 
WE’VE COINED A WORD: 
TWO Hi 


IMAGINEERING, It’s the fine art of deciding J many 
where you go from here. It’s the act of § called 
thinking out what you are going to face, § We’ve 
and doing something about it now. § newsv 
Imagination plus engineering is aformula § we've’ 
for the future you’re going to hear more § ing of 
about. 





DOES 1 

A MAN CAN be producing for Defense at top : 

THE JOB speed and be imagineering at one and the | “!u™ 
Penns 


ALUMINUM, s | same time. In fact, the more he is devoted 


EFENSE, 
. BEING 


“| ALCOAJA 
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to Defense now, the more he needs im- 
agineering for THE DAY WHEN. 


OBVIOUSLY, you can imagineer with steel, 
copper, glass, zinc, plastics, or what have 
you. We hope you will, because the world 
is going to need better use of all materials 
than it ever saw before. 


THE CLOSER YOU GET TO FUNDAMENTALS the 
more quickly you must decide that the great 
need is going to be for the very things Alcoa 
Aluminum does best: Lightness with 
strength, resistance to corrosion, reflectivity, 
workability and all the rest of its powers all 
wrapped up in a low-cost package full of 
unlimited possibilities for you, personally, 
in your business. 


TWO HEADS ARE BETTER THAN ONE. Already, 
many an industry, many a company, has 
called us into an imagineering session. 
We’ve seen things projected that will make 
news when the curtain can be lifted. Usually 
we’ve been able to help with some imagineer- 
ing of our own. 


DOES THIS SUGGEST ACTION? WE HOPE SO. 


Aluminum Company of America, Pittsburgh, 
Pennsylvania. 


ALUMINUM 
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OOSIER ENGINEERING COMPANY E 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Engineering Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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fire protection between cables. For de- 
tails, write for brochure DS-410. Johns- 
Manville, 22 E. 40th St., New York, N.Y. 


Tt, ECONOMICAL INSTALLATION is 
ed because of the long lengths and 
if ht weight of Transite Ducts. Han- 
ng and assembly are simple and 
y... lining up is rapid and accu- 
. And when installed underground, 
nsite Conduit eliminates all the 
mse of a concrete casing . . . holds 
true form under sustained earth 
ds and traffic pressure. 


HE long lengths and light weight of 
Transite Ducts make assembly easy, 
fast and economical, even when unskilled 
crews are used. Transite Conduit is so 
os | strong it needs no concrete envelope. . . 
© sien Lee : ne | substantially reduces installed costs, par- 
_ ticularly where a small number of ducts 
per trench is involved. 

Transite Korduct, for use in concrete, 
makes further savings because its long 
lengths mean fewer spacers, fewer joints 

F to make up. Due to its asbestos-cement 
composition, it requires less concrete sepa- 
ration for equivalent heat dissipation and 


oR : Uf] Johns-Manville 
cae TRANSITE DUCTS 


5 ER vi CE, TRANSITE CONDUIT... For TRANSITE KORDUCT... For instal- 

useunderground without lationinconcrete. Thinner walled, 
AY P EC / F y. viata @ concrete envelope and lower priced, but otherwise iden- 
Bsc cerparanr y. for exposed locations. tical with Transite Conduit. 
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OUR 


N 
TRENCHING JOBS... 


_TAMP with 
La eVELANDS 


MODEL 80 9 
hine of its Kin 
Only Walle __ Tamps — Lay? 


CLEVELAND— 


ent—The 
perations ms 


il) ER" 
CLEVELAND— ey DIGG ner 
wnt for City and performs 3 
The Ideal Trencher for 104 : = 
ban Work—Diés Be 
Saat in, wide—10 5Y, ft. = 
to 234 At Fast and Flexible 


ctive—Differ 
important 0 


ITH the two “CLEVELANDS?” illustrated here you will save 
money on your trenching jobs from the breaking of ground to the 
last foot of earth tamped. 

Time-tested, time-proven, compact, fast, flexible, streamlined for light 
weight—easy to move around the job, easy to move around the country, 
yet rugged and abundantly powered, these “CLEVELANDS” have the 
built-in qualities that enable you to get your pipe in the ground quickly, 
with least “times-out” and at lowest cost. Don’t delay—get the details— 
Write today. 





THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher" 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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rucks, too, must 
serve longer! 


oy Uy YIP 


you need the extra depend- 
ability of quality-built 
Dodge Job-Rated Trucks 
* 


Now .. More Power, too! 


IN DODGE 
142-TON 


HORSEPOWER “Y 


120) "10 


Horsepower ) SPECIAL 
Ccilee BECAUSE OF 


CHRYSLER CORPORATION 
ENGINEERING 











@ These are days when extra quality, 
extra dependability and extra power 
are needed! Dodge gives you all three 
in super-powered Job-Rated trucks. 
They’re built to deliver extra thousands 
of miles of efficient, low cost operation. 
They’re Job-Rated—from engine to 
rear axle—‘“‘sized”’ right in every fea- 
ture to do the job, and to stay on the 
job. See your Dodge dealer—today. 
e e ® 
DODGE PRODUCTS FOR NATIONAL DEFENSE: 
Command Reconnaissance Cars « Field Radio Cars « Troop 
and Cargo Motor Transports « Weapon Carriers « Army 


Carry-Alls « Ambulances ¢ Duralumin Forgings for Bomber 
Fuselages « Parts and Assemblies for Anti-Aircraft Cannons 


Prices and specifications subject to change without notice 





TANKS .” 


Elliott 675,000-Ib.-per-hr. dece 
ator, one of two units recently 
shipped to Philo Station of Ohio 
Power Company. They are th 
fifth and sixth Elliott deaeraton 
for this plant. 


he 


sie for power plant defens 


Tanks for mechanized warfare are very much in 
the public consciousness today. Power plants 
also need their tank defense. They get it in 
deaerators and deaerating heaters, which de- 
fend the plant against oxygen corrosion in 
boilers and the feed-water system. Deaerating 
equipment has so well proved its effectiveness 
in corrosion warfare, that practically all modern, 
well designed plants use deaerating units. 


The U. S. Navy is using deaerators on prac- 
ically all of its vessels now building. The Navy 
calls these units ‘‘deaerating feed tanks.’ Elliott, 
of course, is building many of them. But an 


Elliott deaerating unit is much more than on 
excellent tank job. There are more than 2) 
years of experience back of the design of Elliot 
units. You can be sure that the smallest details 
of water and steam distribution, the proper 
location and proportion of contact areas, the 
regulation of steam and water flow, the access 
bility of parts and the designing of the whole 
unit to your requirements are backed by long 
experience in the practical art of deaeration. 


Your defense against corrosion is perfec 
with an Elliott deaerator. 


Deaerat d Heater Department 
LLIOTT COMPANY “ scannerte, pa. 


-961a 


District Offices in Principal Cities 


ELLIOTT DEAERATORS and DEAERATING HEATER! 
... front line equipment to combat corrosion 
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Missouri Valley Electric Association opens power sales conference, Kansas City, Mo., 
1942. 





q Northwest Shippers Advisory Board will hold meeting, Minneapolis, Minn., ® 
Jan. 29, 1942. 





q Edison Electric Institute, Electrical Equipment Committee, will convene, Pittsburgh, 
Pa., Feb. 2, 3, 1942. 





| Edison Electric Institute, Transmission and Distribution Committee, will hold meeting, 
Cleveland, Ohio, Feb. 9-11, 1942, 





> 
4 Canadian Electrical Association opens winter conference, Montreal, Que., 1942. 





| Southern Gas Association will hold convention, Atlanta, Ga., Feb. 9-11, 1942. 





q American Society of Civil Engineers opens convention, New York, N. Y., 1942. 





q National Electrical Manufacturers Association will hold mid-winter meeting, Chicago, 
Ill., Feb. 16-20, 1942. 





4 Kentucky Society of Professional Engineers opens annual meeting, Lexington, Ky., 
1942. 





4 Texas Society of Professional Engineers starts meeting, Beaumont, Tex., 1942. ® 





4 American Gas Association Industrial and Commercial Gas Sales Conference will be 
held, Pittsburgh, Pa., Mar. 12, 13, 1942. 








4 American Institute of Electrical Engineers starts winter convention, New York, N. Y., 
1942. 





{ Minnesota Telephone Association convenes for session, Minneapolis, Minn., 1942. 














q New England Gas Association will hold convention, Boston, Mass., Mar. 19, 20, 1942. 
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is-Chalmers Manufacturing Co. 


A Modern Vulcan 


The begoggled helmet and weird lighting effect combine to give this 
electric welder an eerie appearance; but he is only doing a 
routine job on a@large steam turbine casing. 
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What’s Ahead for Utilities—1g42? 


An analysis of possible consequences of the war 
impact on various utility industries in the light of 
present trends and circumstances. 


By FRANCIS X. WELCH 


T is hard to realize that just a year 
ago about the most bothersome 
question in or near the utility field 

seemed to be whether or not the radio 
broadcasting companies could get 
along without performing music con- 
trolled by ASCAP. That particular 
tempest in a teapot has been settled. It 
is mentioned here just by way of em- 
phasizing how much our sense of val- 
ues has changed. 

The significant developments of 
1942 will, almost without exception, 
be keyed to the nation’s war effort. 
Generally speaking, there appears to 
be emerging a new kind of regulation 
for utilities in Washington. It is a sort 
of super regulation. Conventional 


peace-time regulatory authority will be 
eclipsed by defense organization of the 
Federal government. This movement 
will pick up momentum as the war goes 
on. 

It is something different from the 
gradual encroachment during the last 
decade of Federal regulation (FPC, 
FCC, SEC, etc.) into the field of state 
utility commission regulation. It is 
broader than that. It will probably 
mean that the Federal regulatory com- 
missions themselves will be kept in line 
by the higher defense organizations 
(SPAB, OPM, OPA) to the end 
that vital utility services shall continue 
without danger of interruption or 
collapse. 

JAN. 15, 1942 
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QO’ course, this new policy is still 
in a faltering state of initiation. 
Confusion and inconsistency are yet 
apparent. In the long run, however, it 
is reasonable to expect that all Federal 
branches, as well as state and local gov- 
ernments, will be placed under pressure 
to keep the wheels of the utility indus- 
tries turning without threat of cessa- 
tion. The net result should be at least 
a stabilizing factor. 

For example, consider that most 
historical tradition of public service— 
the obligation of a public utility to 
serve, without discrimination, all pros- 
pective customers who are able to pay 
for the service and abide by standard 
regulations. It is a fine tradition but 
it will have to be suspended for the 
duration. For the first time in the his- 
tory of the utility industry, demands 
for new service cannot be fully met. 
This is true with respect to electric 
power, telephone, and even natural gas 
service in some localities. It is due to 
no fault of the utilities. It is due to the 
exigencies of the defense program. The 
nation cannot spare enough strategic 
materials to allow utilities to expand so 
as to extend their facilities indiscrim- 
inately to all who want them and can 
pay for them. 

So far, this pressure on the expan- 
sion of utility plant has affected only 
fringes of the business. It has pre- 
vented new rural line construction. It 
has prevented certain special and un- 
usual services, such as the leasing of 
telephone wires. But as the war pro- 
gram bites deeper into material re- 
serves of the nation, utilities will find 
it necessary to turn away more and 
more prospective customers. They will 
have to initiate policies of retrenchment 
for the customers already connected to 
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their lines. Furthermore, if state com. 
missions or local regulatory authoritie; 
attempt to insist upon public service a 
usual, they will.be overruled. Where 
there is not enough copper, steel, pipe, 
etc., to extend new lines, new lines 
simply will not be extended. It is as 
elementary as that. 

And this situation, in turn, wil 
create the need for a rationing formul 
for utility service. That is definitely on 
the books for 1942. It is a corollary to 
our present OPM priority system. For, 
if the Federal government assumes the 
responsibility of withholding needed 
materials from public utilities to meet 
new service demands, it follows logical. 
ly that the Federal government must 
assume the responsibility for determin. 
ing under what conditions utility serv- 
ice will be extended, curtailed, or with- 
held altogether. 


ie the field of electric power service, 
the OPM Power Branch has already 
assumed such responsibility during the 
recent drought-made shortage of elec- 
tricity in the southeastern states. That 
particular rationing experience was 
only temporary. When the rains came 
and the fruits of well-planned intercon- 
nection and codrdination of public and 
private power systems were realized, 
it was possible to ease up on most of 
the restrictions. But there will be more 
such experiences in various parts of 
the country in 1942—probably during 
the second half of 1942. 

The rising demand of defense in- 
dustry in view of the rigid restrictions 
against new construction imposed by 
shortage of materials will inevitably 
produce shortages in some localities. 
And when they occur we shall probably 
see a pattern of service rationing al 
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ready worked out by the OPM Power 
Branch followed pretty closely. Wheth- 
er or not the OPM Power Branch will 
continue to exercise this authority is 
an administrative detail. Probably it 
will. 

In the field of telephone service, no 
pattern for rationing service has yet 
heen worked out. But § 606 of the 
Communications Act authorizes the 
Federal government to insist upon a 
“priority” for government messages 
during a war emergency. The President 
by executive order on December 10th 
delegated this emergency authority to 
the Defense Communications Board 
(an arm of the Office for Emergency 
Management, theoretically of equal 
rank with OPM). 

Thus it would seem that if, as, and 
when the rationing of telephone service 
(as distinguished from the rationing 
of physical materials and equipment 
for telephone construction) becomes 
necessary, it will be the DCB rather 
than OPM that will assume the re- 
sponsibility. Of course, OPM will con- 
tinue to exercise its priority authority 
over materials and equipment for the 
communications industry. This will be 
exercised by the newly created Com- 
munications Branch of the OPM, 
headed by Leighton Peebles. 

J. A. Krug, chief of the OPM Power 
Branch, called a meeting in Pittsburgh 


on December 23rd to discuss the prob- 
lem of natural gas supply in that highly 
industrialized area in relation to mili- 
tary and normal civilian needs this 
winter. Officials of the five major nat- 
ural gas companies serving the area, as 
well as representatives of the War De- 
partment and of the Federal Power 
Commission, were invited to the con- 
ference. Among the subjects consid- 
ered at the meeting were the measures 
necessary to meet any shortage that 
may develop, including pooling of sup- 
ply through interconnected pipe lines, 
curtailment of gas for civilian needs, 
and voluntary savings in the home. 


S° much for the regulation of util- 
ity service in 1942. What about 
rate regulation? It goes without saying 
that rate regulation will be a pressing 
problem in 1942. The steady downward 
trend in rates for all forms of utility 
service which has prevailed more or 
less for the last decade has come to a 
halt. A few scattered rate reduction 
proceedings are still pending in some 
localities. But it is safe to say that util- 
ity rates have finally struck an eco- 
nomic bottom. 

This was inevitable, in view of the 
steadily rising operating expenses. But 
it will probably be some little while be- 
fore utility rates, generally, begin to 
climb upward. Primary reason for this 


e 


mands for new service cannot be fully met. This is true with 


q “For the first time in the history of the utility industry, de- 


respect to electric power, telephone, and even natural gas 
service in some localities. It is due to no fault of the utilities. 
It is due to the exigencies of the defense program. The na- 
tion cannot spare enough strategic materials to allow utilities 
to expand so as to extend their facilities indiscriminately to 
all who want them and can pay for them.” 
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is the reluctance of regulatory authori- 
ties to allow increased rates except 
under the most compelling circum- 
stances. But circumstances will become 
compelling—very compelling—along 
about the latter half of 1942. We will 
then witness many applications for 
rate increases. 

So far, the Federal government has 
shown no disposition to interfere with 
local rate control. For the present, the 
FPC and the FCC will leave rate regu- 
lation in the hands of the state com- 
missions and local authorities. Even- 
tually, however, the need for contin- 
uous and reliable performance of util- 
ity service will demand that the utility 
companies be given a living wage. And 
if expenses (including taxes, materials, 
and labor) continue to go up, a living 
wage for utilities will have to come in 
the form of increased rates. Further, 
if the state commissions and local au- 
thorities refuse to allow such increases, 
the Federal government may have to 
step in, by default, to keep the utility 
wheels turning. 

That is what happened during World 
War I when President Wilson ap- 
pointed a board to adjust fares and 
relieve a number of street car compa- 
nies. Street cars were then a more vital 
transportation service than they are to- 
day. They had to be relieved of the bur- 
den of 5-cent fare restrictions, and 
other economically strangling local ob- 
ligations. 

However, until the economic posi- 
tion of operating utilities becomes ob- 
viously desperate, the Federal govern- 
ment will be just as reluctant to take 
the responsibility for boosting rates as 
the local regulatory authorities. In 
other words, it will take more direct 
pressure than is now being experienced 
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to generate sentiment for Federal rate 
boosting. Until such sentiment is gen. 
erated and such a pressure point has 
been reached, utilities will have to get 
as much consolation as they can out of 
charging increased operating expenses 
against possible tax liabilities. 


A” there are still other forms of 
regulation which may be affected 
by this new brand of Federal control 
—emergency regulation. There is, 
for example, the question of labor 
regulation. The conventional Federal 
authority in this field heretofore has 
been exercised by the National Labor 
Relations Board and the Wage and 
Hour Division. 

Both of these boards may have to 
get new viewpoints or have their juris- 
dictional wings clipped by the emer- 
gency. Forty hours a week with time 
and a half for overtime is a commend- 
able peace-time objective. But with 
America’s war machine demanding an 
ever-faster tempo of production at the 
very time when available man power 
is being drained off and diverted from 
established channels of employment by 
the military conscription and new de- 
fense industry, reform as usual will 
eventually have to take a back seat. 

Industry will probably continue to 
pay the time-and-a-half premium for 
overtime, as provided by the law. But 
when it is no longer possible to pay 
such premiums, we may be fairly cer- 
tain that a way will be found to keep 
the wheels turning. They will have to 
turn three shifts a day and seven days 
a week where it is necessary. If the 
German workmen could work a 70- 
hour week to build up the huge war 
machine of the Reich, Americans can 
also. 
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Rationing Telephone Service 


¢ oy the field of telephone service, no pattern 

for rationing service has yet been worked 
out. But § 606 of the Communications Act 
authorizes the Federal government to insist 
upon a ‘priority’ for government messages dur- 
ing a war emergency. The President by execu- 
tive order on December 10th delegated this 
emergency authority to the Defense Communt- 


cations Board...” 





Likewise, some relaxation will prob- 
ably come in the Federal policy, exem- 
plified by past orders of the National 
Labor Relations Board, of encourag- 
ing unions to take advantage of the 
emergency for purposes of increasing 
their organization strength and install- 
ing the closed shop. In some cases the 
unions have already been successful in 
obtaining the closed shop by threat of 
strikes. But they will not get away 
with this indefinitely. Congress is anx- 
ious to write new legislation restricting 
the right to strike on defense work 
during the war. 

Unless labor and management can 
make effective their recent plan for vol- 
untary cooperation, Congress will write 
such legislation in 1942 and the Pres- 
ident will doubtless sign it. If so, util- 
ities will probably be classified as de- 
fense industries for purposes of such 
legislation. The recent decision of the 
Supreme Court in the Virginia Elec- 


tric & Power Company Case would» 


seem to give employers the right to 
speak their minds about labor disputes, 
provided such discussion or remarks 
are not linked with any plan to coerce 
workers. It is to be noted, however, 
that the court remanded the case in- 


stead of reversing the NLRB’s con- 
clusion that the management had in- 
stalled a company-dominated union. 
The NLRB, as presently organized, 
will probably take this hint and be a 
little less hasty in judging the conduct 
of employers than the NLRB as it was 
constituted a year ago. 


Agan there are other phases of 
Federal utility regulation which 
have already fallen under the shadow 
of this new super regulation of Amer- 
ica’s defense machinery. There is, 
for example, the Holding Company 
Act administered by the Securities and 
Exchange Commission. It was not 
really until the year of 1941 that the 
SEC began to “get tough” with the 
holding companies by ordering the 
disintegration of system holdings un- 
der the controversial § 11. 

To date, the SEC has shown no offi- 
cial inclination of pulling its punches. 
It has already told some systems what 
they must do to conform with the act. 
And it is preparing to tell others in the 
near future. On the other hand, none 
of the larger holding company systems 
have shown much of an inclination to 
fight back on a broad constitutional 
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front in the courts. In other words, 
the surface evidence would seem to in- 
dicate that the SEC is going to admin- 
ister the so-called “death sentence” 
without stint or delay, regardless of 
the war emergency. 

And it may continue to follow this 
line through 1942. But little trickles of 
rumor are to the effect that the SEC is 
becoming a little uneasy over the pos- 
sible consequences of its present course 
of administering the Holding Company 
Act. The market for utility securities, 
already shaky as a result of the uncer- 
tainties of “integration” orders under 
§ 11, was further undermined with the 
greater uncertainties brought about by 
the war declarations. 

Furthermore, the responsibility for 
distracting utility management by dras- 
tic application of a long-range reform 
program from the necessary task of 
coping with war-time demands, is a 
grave one for any government board to 
assume at this time. And so, checking 
present circumstances against future 
probabilities, the chances are about 
fifty-fifty that the SEC will “let up” 
somewhat on death sentence enforce- 
ment. It cannot, of course, be expected 
to abandon the program or anything 
like that. After all, Congress wrote 
§ 11 into the Holding Company Act 
and it would take Congress to repeal 
or alter it. But if the SEC would be as 
conservative in interpreting § 11 in the 
future as it has been radical in inter- 
preting the same in the past, utility 
holding companies would have a lot to 
be thankful for in 1942. 


wo other Federal regulatory com- 
missions have felt the impact of 
the war emergency on their respective 
reform programs. Early in December 
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the FCC, after giving considerable pub. 
licity to a proposed investigation into 
the employee pension practices of the | 
American Telephone and Telegraph 
Company and the associated Bell com. 
panies, suddenly announced that jt 
would defer further investigation for 
the present. The implication is that the 
telephone industry has much more im- 
portant work to do these days than 
haunting Washington in response to 
a special investigation which has no 
relation to the present emergency. It 
is quite likely that the FCC will also 
take some steps to clear up or defer 
“for the duration” its various disputes 
with the radio broadcasting industry, 
such as the newspaper ownership mat- 
ter and the antinetwork regulations. 

The Federal Power Commission is 
destined to see its ambitious program 
for a 5-year expansion of electric pow- 
er facilities put on the shelf. The bar- 
rier is the same barrier that plagues 
every other industrial expansion pro- 
gram at this time—shortage of ma- 
terials. A 2-ocean Navy with its in- 
satiable appetite for turbines and more 
turbines has already cut into the con- 
struction schedules of public and pri- 
vate power projects alike. It is safe to 
predict that there will be no substantial 
expansion of new electric power con- 
struction in 1942 or as long as the war 
lasts, unless linked to defense. 

Here enters a debatable point ; name- 
ly, whether certain proposed public 
power projects can or will be classified 
as necessary parts of the defense pro- 
gram. We shall look at that later. 
Meantime, FPC is still trying bravely 
to swim upstream against the strong 
OPM current of retrenchment, curtail- 
ment, and elimination in all lines of 
nondefense construction, 
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T OPM theory is that we should 
make what electric power-gener- 
ating facilities we have suffice for the 
present instead of building more facili- 
ties. And if the established facilities 
are not sufficient to meet all demands, 
the service should be rationed so as to 
make the supply go around. This is in 
contrast with the FPC theory of na- 
tion-wide expansion of electric power 
reserves. Probably neither FPC nor 
OPM will win a clean-cut triumph. 
But in view of the grim necessities 
which lie immediately ahead of us, the 
chances heavily favor the OPM posi- 
tion rather than that of the FPC. 

In other respects FPC will probably 
go along with its own brand of reform 
regulation without much interference. 
It is planning to give publicity to a com- 
parative study of natural gas rates 
along lines which it used for electric 
power rates. These comparative gas 
rate data, which probably will be re- 
leased very soon, should give the gas 
industry something to think about dur- 
ing 1942. 

The FPC had already crossed the 
Rubicon with respect to adopting an 
outright policy of basing rates on orig- 
inal cost when it handed down its de- 
cision in the Chicago District Electric 
Generating Case last year. Further- 
more, it staked out a bold interpretation 
of what constitutes interstate com- 
merce with respect to electric rate regu- 


lation in the Hartford Electric Com- 
pany Case, also handed down in 1941. 
These cases no doubt will result in 
court decisions in 1942, but few legal 
observers are very optimistic about 
eventual court reversals of the advance 
legal positions taken by the FPC. 


rr the field of transportation the re- 
cent appointment by President 
Roosevelt of Interstate Commerce 
Commissioner Joseph B. Eastman to 
the “Office of Defense Transportation” 
speaks for itself. The new office was 
created to “define further the functions 
and duties of the Office for Emergency 
Management with respect to the state 
of war and to assume maximum utili- 
zation of the domestic transportation 
facilities.” Obviously, Mr. Eastman’s 
new status overshadows not only his 
own board, the Interstate Commerce 
Commission, but also the Civil Aero- 
nautics Board and the U. S. Maritime 
Commission. 

For example, the President’s execu- 
tive order directed Mr. Eastman to ad- 
vise “appropriate governmental agen- 
cies with respect to the necessity for 
rate adjustments caused by the effect 
of the defense program.” He also has 
broad advisory powers with respect to 
service codrdination and the procure- 
ment and disposition of the equipment 
of railroads, highway carriers, inland 
waterway carriers, oil and gas pipe 


& 


ing problem in 1942. The steady downward trend in rates 


q “IT goes without saying that rate regulation will be a press- 


for all forms of utility service which has prevailed more or 


less for the last decade has come to a halt. A few scattered 
rate reduction proceedings are still pending in some localities. 
But it is safe to say that utility rates have finally struck an 
economic bottom.” 
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lines, air transport, and shipping, both 
coastal and intercoastal. 

Summing up, therefore, the probable 
result of the war impact on utility regu- 
lation, it appears that, for the immedi- 
ate future, normal regulation will be 
dominated more and more by a new 
brand of regulation dictated by nation- 
al defense. The general tendency of 
this new form of regulation will be to 
“freeze” rather than replace conven- 
tional regulatory controls. The reform 
objectives of the New Deal may be put 
on ice, but they will not be put in the 
wastebasket. The administrative re- 
formers will not be asked to take one 
backward step, merely to refrain for 
the present from taking any more for- 
ward steps; in other words, to sit down 
and take a rest. 


Hus, labor union regulation, 

wage-hour regulation, holding 
company regulation, special reform 
investigations, and so forth may be 
held up or cut down or quietly put to 
sleep “for the duration.” But unless 
there are fundamental changes, in the 
administration or in Congress, or both, 
we cannot expect that such relaxation 
of reform enforcement will continue 
beyond the emergency. 

Of course, there is always a possi- 
bility that such elementary changes will 
take place. The fortunes of war and 
politics are fickle enough separately. In 
combination, they are kaleidoscopic. It 
has been said that Dunkirk not only 
gave Great Britain a new Prime Minis- 
ter but an entirely new war-time ap- 
proach to domestic as well as interna- 
tional questions of political economy. 
America has not suffered a Dunkirk 
and we all hope she never will. But 
stranger things have happened than a 
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basic change of political philosophy 
during the trying experience of a war 
emergency. The shades of Woodrow 
Wilson would readily testify to this. 

It was the great nineteenth century 
strategist, Karl von Clausewitz, who 
observed that there has never been 3 
major war of substantial duration 
which did not witness, before its con- 
clusion, elementary changes in the 
character of the political controls of 
the participating nations — ofttimes 
two or more changes. 


Pgeneexs now to the all important 
question of public ownership in 
the utility field, we are met with a puz- 
zling outlook for 1942. On the one 
hand the trend toward local ownership 
(meaning municipal, county, and 
state) came to a virtual halt in 
1941. There were few elections on the 
subject, which of itself indicate that the 
issue was not widely agitated. And of 
the elections held, private ownership 
won the important victories: Cincin- 
nati, San Francisco (for the eighth 
time), Portland. 

But on the other hand public owner- 
ship under the auspices of the Federal 
government, as distinguished from 
local governments, has consolidated its 
position in the electric power field and 
is reaching for new worlds to conquer. 
The war emergency has served to re- 
vive a number of new Federal projects 
that might otherwise not have a very 
good chance of congressional approval. 
In this category certainly is the St. 
Lawrence seaway-power proposal and 
the bills to have the government devel- 
op the Arkansas valley area. 

Critics of these proposals point out 
that it would take years before electric 
power could be obtained from such proj- 
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Living Wage for Utilities 


« _, the need for continuous and reliable performance of utility 

service will demand that the utility companies be given a living wage. 

And if expenses (including taxes, materials, and labor) continue to 

go up, a living wage for utilities will have to come in the form of 

increased rates. Further, if the state commissions and local authori- 

ties refuse to allow such increases, the Federal government may have 
to step in, by default, to keep the utility wheels turning.” 





ects, assuming, without question, that 
such electric power is badly needed for 
defense in the location of these proj- 
ects. They charge that the advocates 
of these proposals are using the nation- 
al defense simply as a cloak to foster 
a public ownership movement. 

Be that as it may, we can expect a 
close fight on both the St. Lawrence 
and Arkansas valley measures. The 
outlook for passage in the House of 
Representatives seems to be just about 
fifty-fifty at this writing. They will 
pass in the Senate without much doubt. 
The balance is in the House. That 
means that the outcome may be decided, 
one way or the other, by a number of 
collateral developments in the future. 


Cane of Interior Ickes, having 
apparently lost his chance to be- 
come power czar over the entire elec- 
tric power industry in 1941, will prob- 


ably make a strong bid for a consola- 
tion prize in 1942. This will be an at- 
tempt to become dictator of all public 
power projects, with the possible ex- 
ception of TVA. Statutory amend- 
ments along this line may find their 
way into the Arkansas valley bills or 
other public power legislation. 


N° if we look beyond the govern- 
ment ownership orbit of the In- 
terior Department, which is clearly “on 
the make,” we notice still another trend 
in the field of Federal ownership and 
operation of power facilities. It is the 
tendency to compromise and cooperate 
with private industry. Most notable 
instance of this is the TVA, and it 
isn’t entirely clear even here. TVA has 
calmed down and is codperating very 
well in the OPM power pool plans for 
the southeastern states. It may be that 
because TVA has, for the first time in 
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its existence, more customers than pow- 
er to sell them, it is more disposed to 
be a good neighbor to private utility 
companies. 

In other words, such a peaceful type 
of Federal public ownership may be 
only a passing phase. Eventually TVA 
may return to an actively hostile atti- 
tude toward private utility operation. 
Such an attitude is still very much on 
display by the Interior Department. 
That attitude is simply: (1) There can 
be no compromise with private interest 
in the field of electric power operations ; 
(2) such interests should be ham- 
strung and badgered until they pass out 
of existence whenever and wherever 
possible. 

But, on the other hand, it may be that 
out of this conflict the more mature 
attitude of the TVA will continue. It 
may infect other branches of the Fed- 
eral government which are concerned 
with power operations. Before this 
war, European observers were contin- 
ually astonished at the Kilkenny cat 
performance which has been taking 
place in the United States between pub- 
lic and private ownership. 

In Great Britain, Sweden, and other 
European countries there has been no 
such disturbing struggle. The terri- 
tories of public and private operations 
were laid out long ago. The lion lay 
down with the lamb. Peaceful codper- 


< 


ation emerged and continues to exist 
in those countries despite the war con. 
ditions there. But that is only an ex. 
pression of hope. Here, in America, 
we may conceivably go to the other ex. 
treme. The war may even accelerate 
our present statutory policy of dis. 
crimination against private ownership 
in favor of public ownership moving 
towards an unavowed objective of a 
socialized power industry. 


7° sum up the public ownership 
situation, there really isn’t any 
definite forecast that can be safely ven- 
tured for 1942 or thereafter. Munici- 
pal ownership has apparently stopped 
because it has run out of Federal money 
which was so liberal during the years 
of the PWA. (It may be revived on the 
same basis during post bellum recon- 
struction.) Federal public ownership, 
on the other hand, is still on the march. 
Thanks to the war, it may win two 
more important citadels, the St. Law- 
rence development and the Arkansas 
valley project, besides rapidly con- 
solidating existing Federal projects 
through the windfall of defense busi- 
ness. Whether the future will bring a 
Federal policy of peace and cooperation 
between public and private ownership 
or whether it will bring continued hos- 
tility is uncertain—there are present in- 
dications running in both directions. 





66 A SUBSTANTIAL part of the excess wages of workers on defense 
contracts might well be withheld, subject to payment to these 

workers when payrolls and sales begin to fall off. No new principle is 

involved. This is the basis of our entire social security program. 

“Of this we may be reasonably sure: Another serious slump in busi- 
ness is coming. Now is the time to do what we can to cushion the fall. 
Consumer credit controls will help, in so far as they reduce the volume 
of outstanding debts and increase the volume of consumer purchasing 
power which will become available when the slump arrives.” 

—WILLIAM T. Foster, 
Director, Pollak Foundation for Economic Research. 
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The Menace of Inflation 


Stake of the utilities in price control and 
other methods of preventing runaway costs 


By ERNEST R. ABRAMS 


T is an elementary fact that utilities 
| are peculiarly vulnerable to infla- 
tion. It is recognized that the 
fixed rate structure of utilities, which 
political regulation tends to make more 
rigid, means financial distress for them 
inan era of rising prices. Taxes, wages, 
and cost of materials go up just as 
much for the utilities as for other busi- 
nesses which can adjust their own 
prices. 

It is for this reason that public utili- 
ties have a stake greater than other ma- 
jor industries in the establishment of 
some kind, any kind, of price control. 
It is to their advantage that the most 
effective method be adopted to prevent 
inflation. Otherwise a series of receiv- 
erships and threatened collapse of serv- 
ice during the vital emergency period 
will tempt a renewed blitzkrieg attack 
from the public ownership quarter. 
We hear a lot about inflation and 
price ceilings these days. We see one 
branch of government smiling on or- 
ganized labor and farmers as they jack 


up the prices of their wares, while an- 
other plots to seize these increments 
through increased taxation before they 
can be spent. We see Federal agencies 
restricting production of consumer 
goods, partly to conserve essential 
materials for defense needs, but also 
to decrease the purchasable supply of 
nondefense products. And we hear ru- 
mors of enforced government borrow- 
ing, to take money out of our pay en- 
velopes before we can get it in our 
hands and buy something we want. 
What is all this stuff? New Deal 
boogie-woogie? A little, perhaps, but 
not all. 

War, and preparations for it, invari- 
ably upsets the economic equilibrium of 
a nation. Nowadays, anyway. In other 
times, perhaps, when wars were large- 
ly matters of hand-to-hand fighting, 
an army might march forth to battle, 
while civilian population continued to 
do business as usual. But with modern 
warfare primarily a contest between 
machines, the output of fields and fac- 
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turies become sinews of war, and civil- 
ian consumption must be restricted 
largely to what remains after military 
needs have been satisfied. Even then, 
as a rule, the war effort cannot attain 
complete success, unless production of 
all essential material is vastly expand- 
ed without regard to cost. That being 
the case, democracies as well as total- 
itarian governments are forced dras- 
tically to alter their economic systems 
in times of war, and to abridge the 
rights of civilians. 


i pomecrong the economic life of a 
nation, to quote Dr. Benjamin 
Anderson, is “an unconscious thing in 
-the sense that no mind or group of 
minds has seen the whole picture, and 
certainly no one mind or group of 
minds has directed the whole picture. 
Intelligence runs through it, but it is 
the intelligence of individuals and or- 
ganizations seeking their own particu- 
lar wages or their own particular prof- 
its, seeing their own sources of supply, 
seeing their own markets, but not see- 
ing with any great clearness the move- 
ments of the systems as a whole... . 
A social order is created, a social co- 
operation is worked out, largely un- 
conscious and largely automatic, un- 
der the play of the impersonal forces 
of market prices and wages.” 

But war not only throws this play of 
“impersonal forces” out of balance. It 
spawns new forces of its own, the im- 
pact of which upon the national econ- 
omy makes “business as usual’’ an ut- 
ter impossibility. For one thing, the 
isiduction of any substantial portion of 
the nation’s peace-time workers into 
military service sharply restricts its 
capacity to produce. For another, the 
imposition of vast demands for war 
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goods upon the peace-time needs of 3 
nation greatly overtaxes its produc. 
tion facilities, thereby necessitating 
curtailed production of nonessentials 
and requiring the diversion of all basic 
materials to war industries. And for 
another, since the buying power of the 
workers tends to expand under the war 
effort, while the available supply of 
civilian goods tends to shrink, buyers 
bid prices to steadily higher levels, in 
their scramble to get a share of the 
purchasable supply, unless arbitrary 
price levels are fixed by decree. Under 
these conditions, a nation’s “uncon- 
scious” and “automatic” peace-time 
economy usually breaks down, and even 
democracies find it necessary to substi- 
tute government control for “the play 
of the impersonal forces of market 
prices and wages.” 


HREE sets of circumstances will il- 

lustrate the impact of our present 
defense program on the income and ex- 
penditures of American workers. First, 
our national income, which stood at 
$83,000,000,000 in 1929, $40,000, 
000,000 in 1932, and $69,000,000,000 
in 1939, totaled about $90,000,000,- 
000 for 1941. During September, for 
instance, it was running at the rate 
of $92,000,000,000 a year. But more 
to the point, the share of this national 
income accruing to the nation’s work- 
ers—total compensation paid to em- 
ployees, in the language of the Depart- 
ment of Commerce—rose from 64.3 
per cent in 1929 to 68.8 per cent in 
1940, and was expected to reach 70 per 
cent in 1941. On the other hand, the 
share of national income paid to those 
living on rents, interest, dividends, and 
royalties—to folks who, in the main, 
had already acquired most of the con- 
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Prevention of Inflation 


C6 iB Bsoncnnan of excess earnings, or the enforced purchase of govern- 

ment obligations, preferably at the source before payment of 

wages by employers, together with effective control of all prices, includ- 

ing those of farm products, seems to most economists the most Itkely 

method of preventing serious inflation. But it would be a blow against 

union labor. All they'd get for their strikes would be an opportunity 
to pay more taxes to Uncle Sam.” 





veniences of life—dropped from 18.6 
per cent in 1929 to 14.8 per cent in 
1940, and it’s still slipping. 

Second, in the year and a half since 
the defense program got under way, 
factory payrolls have increased rough- 
ly 70 per cent. Not all of this increase, 
of course, came as the result of wage 
rate boosts. Approximately 40 per cent 
resulted from expansion in the number 
of workers, around 10 per cent from 
a shift from a part-time to full-time 
employment, and another 10 per cent 
from overtime pay. Yet, it is note- 
worthy that the average hourly wage 
rate paid by twenty-five manufacturing 
industries, according to the National 
Industrial Conference Board, was 10.5 
per cent higher in October, 1941, than 
eight months earlier. And, third, the 
American public, according to The 
New York Times, bought 40 per cent 
more automobiles, 35 per cent more re- 
frigerators, 20 per cent more vacuum 
cleaners, 20 per cent more radios, 50 


per cent more electric stoves, and 50 
per cent more furniture in the first 
twelve months of the defense effort 
than it did in the preceding year. 


[ the supply of consumer goods was 


being expanded at somewhere 
around the same rate as workers’ buy- 
ing power, this increased spending 
would not, of necessity, boost prices. 
But as all of us know, the available sup- 
ply of goods appealing to workers— 
primarily, cars and conveniences for 
the home, the possession of which is 
visible evidence of their prosperity—is 
not expanding but contracting. The 
1942 output of pleasure cars will be 
about half that of two years ago, while 
washing machine output has already 
been cut by nearly a fifth. Since wage 
earners have extra cash to spend, and 
the purchasable supply of the goods has 
been decreased, it is not surprising they 
have started competing with one an- 

other in their buying. 
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The impact on prices of this expand- 
ing purchasing power in the face of 
decreasing supply, this competition 
among buyers for available goods, be- 
gan to be felt about nine months ago. 
Compared with the levels of last Feb- 
ruary, living costs have increased near- 
ly 9 per cent, the wholesale prices of 
commodities almost 14 per cent, and 
the prices of farm products about 35 
per cent. Not all of this boost in farm 
prices, however, can be charged to de- 
fense prosperity. Pursuing its 8-year- 
old policy of boosting farm prices, the 
Federal government has been applying 
price-supporting measures to those 
crops which have not benefited from 
defense spending, or which have lost 
most of their foreign markets as a re- 
sult of the war. These price-supporting 
measures account for no small part of 
this 35 per cent increase. 


(>= natural consequence of this 
boost in living costs has been 
widespread demand by organized labor 
for wage increases, although part of 
the present clamor may be attributed 
to a desire on the part of labor to get 
theirs while the getting is good. But, 
unfortunately, more dollars in the 
weekly pay enevelope will not, of 
themselves, permanently solve the ris- 
ing living costs of labor. Since wages 
are an essential element of cost in the 
production of most consumer goods, 
and since, in the absence of govern- 
mental prohibitions, wage increases 
will be passed along to the public in the 
form of higher prices, these very wage 
boosts will tend further to raise the 
cost of living and, in the end, defeat 
their purpose. Then the vicious circle 
will be complete, and the boys will have 
to start around the ring again. 
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A more scientific method of protect. 
ing the wage earners from rising costs 
of living, one that holds more promise 
of permanent protection, is effective 
control of the cost of living itself. Ow. 
ing, however, to its political implica. 
tions this is a “hot” subject just now, 
For organized labor, as a result of 
short-sighted leadership, now insists 
that no ceiling shall be placed over 
wages, while the farmers, always ex. 
pecting and usually getting favors from 
Washington, are determined that no 
limitations shall be placed on agricul- 























tural prices. In the face of such formid. and 
able opposition, the administration wil] J cur 
need much intestinal fortitude and an § abl 
overpowering sense of obligation to the it 1 
public as a whole to produce effective @ In: 
price control, to insure that all essen- J © 
tial elements of cost have ceilings in 
erected over them. ho 
pe 
HERE are, at present, two main fo 
schools of thought in Washington § sa 
on the desirable formula for price con- J pe 
trol. One, the “practical” school, of 
which Bernard M. Baruch, with the 
experience of World War I and twen- J 
ty-five years of study of this problem e 
behind him, is the leading exponent, p 
contends that prices and the cost of i 





living cannot be controlled effectively, 
unless ceilings are applied simulta- 
neously to all basic commodities and 
services—farm products and labor in- 
cluded. The other, the ‘‘theoretical” 
school, of which Leon Henderson, boss 
of the Office of Price Administration, 
is the titular head, believes in “sweet 
talking” the farmers and labor, at the 
same time he would establish ceilings 
a@ la carte for individual commodities. 
He thinks this would eventually assure 
approximately the same measure of 
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increased nearly 9 per cent, the wholesale prices of commodt- 


q “ComPARED with the levels of last February, living costs have 


ties almost 14 per cent, and the prices of farm products about 
.35 per cent. Not all of this boost in farm prices .. . can be 
charged to defense prosperity. Pursuing its 8-year-old policy 
of boosting farm prices, the Federal government has been 
applying price-supporting measures to those crops which have 
not benefited from defense spending, or which have lost most 
of their foreign markets as a result of the war.” 


e 


price control as the over-all method, 
and without the disadvantage of in- 
curring the displeasure of two formid- 
able groups of voters. Maybe so, but 
it is well to recall that the Brookings 
Institution, after careful investigation, 
concluded that farm prices, which had 
increased 30 per cent in two years, and 
hourly wage rates, which had risen 28 
per cent, were primarily responsible 
for the 21 per cent advance in whole- 
sale commodity prices during the same 
period. 


& a matter of fact, Mr. Henderson’s 
office has been engaged for sev- 
eral months in piecemeal control of 
prices. OPA price schedules have been 
issued covering such basic materials as 
copper, steel, hides, silk, and scrap, 
while voluntary price-ceiling agree- 
ments have been negotiated affecting 
furniture, refrigerators, washing ma- 
chines, tires, zinc, lead, and farm ma- 
chinery. But OPA has so far lacked 
power to enforce its orders directly. 
It has had to rely on indirect means, 
of which the New Deal has plenty, to 
insure compliance. 

It is now proposed to invest OPA 
with the direct authority necessary to 
enforce its orders. 


Ox July 30th, President Roosevelt 
directed a message to Congress, 
calling attention to the dangers of an 
impending inflation (‘We face infla- 
tion unless we act decisively and with- 
out delay.’”’), and asking for price con- 
trol legislation. So the House Banking 
and Currency Committee held a night 
session on July 31st to “rush” prepara- 
tion of a bill. All color of opinion was 
expressed during committee hearings 
on the subject, including testimony by 
Mr. Baruch that effective control of 
living costs could be secured only by 
establishing a simultaneous over-all 
ceiling, which included wages and farm 
prices within its scope. But around the 
first of November, the committee 
“rushed” a bill to Congress, which is 
essentially in conformity with the 
views of the “theoretical” group. 
Wages are exempted from control, un- 
der the terms of the bill, and while a 
gesture is made toward limiting farm 
prices by inclusion of a prohibition 
against any ceiling below the 1919- 
1929 average, this provision, in effect, 
establishes a floor, not a ceiling. Actu- 
ally, food costs would be able to ad- 
vance 20 per cent above present levels, 
before even the minimum ceiling pro- 
vided by this bill would be reached. 
JAN. 15, 1942 
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The bill in its present form has 
drawn considerable fire, both from 
within administration circles and from 
without. Administration spokesmen 
have appealed to the committee (1) to 
restore a provision permitting Federal 
licensing of business, struck out dur- 
ing the hearings; (2) to remove the 
limitation on a ceiling for farm prices, 
discussed above; and (3) to restore a 
provision, likewise struck out in com- 
mittee, to permit OPA to buy, sell, or 
use any commodity it requires to main- 
tain price equilibrium. 


HE U. S. Chamber of Commerce, 

on the other hand, while concur- 
ring with administration spokesmen in 
their third recommendation, has op- 
posed their two other recommenda- 
tions, and has attacked other provisions 
of the bill. In brief, it favors a 5-man 
board, in place of an individual price 
administrator. It seeks a provision 
making consultation with representa- 
tives of any industry mandatory be- 
fore its prices are fixed. It proposes 
definite time limitations be set on the 
price-control powers conferred on the 
price administrator. It asks that wages 
be subjected to the same character of 
control as commodities. It favors a 
similar price ceiling for agricultural 
products. And it asks restoration of a 
provision, struck out during commit- 
tee hearings, granting the price admin- 


istration authority to regulate selling, 
marketing, and inventory practices. 

But regardless of the provisions of 
the bill eventually adopted, price con- 
trol alone will hardly prove effective 
in averting serious inflation. For 
American wage earners will have ex- 
tra money in their pockets—many of 
them for the first time in a decade— 
and they will find ways of buying 
goods with it. To be truly effective as 
2 bulwark against inflation, price fix- 
ing will need the assistance of taxa- 
tion of, or government borrowing 
from, those wage earners enjoying ex- 
panded incomes, or perhaps a combina- 
tion of the two. For while reduced ex- 
emptions will bring many of these 
workers within the lower brackets of 
the Federal income tax, the amount of 
easy money drained away through this 
channel will be insufficient to reduce 
appreciably: the bank rolls burning 
holes in wage earners’ pockets. 

Taxation of excess earnings, or the 
enforced purchase of government ob- 
ligations, preferably at the source be- 
fore payment of wages by employers, 
together with effective control of all 
prices, including those of farm prod- 
ucts, seems to most economists the 
most likely method of preventing seri- 
ous inflation. But it would be a blow 
against union labor. All they’d get for 
their strikes would be an opportunity 
to pay more taxes to Uncle Sam. 





te: of your newspapers wrote the following: “What the United 
States needs is a Secretary of Time, able to make every official, 
every citizen realize that every minute is priceless.” I do not think any 
nation needs a Secretary of Time, because the first achievement of a 
new department would be to make all other departments lose more time; 
but all nations need, in a period like this, a great respect of time, a 
religion of time. 
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Utility Employees during 
Booms and Depressions 


These workers are largely of the “stay-put” type, 
with pride in their public service and appreciation 
of the steadiness of their jobs, and so are not so 


likely as some others to yield to the lure of more 
attractive pay for temporary defense work. 


By JAMES H. COLLINS 


HESE are the melancholy days, 

here again, when the policeman, 

the mail carrier, and the city 
clerical worker ask, ‘Would you ad- 
vise me to take a job in the shipyards, 
or stick to the service?” 

Clerks quit the banks and go into 
the aircraft factories—one California 
banking system is advertising as far 
east as Kansas City for people. 

And of course there is unrest among 
utility employees, who compare their 
pay checks with reported wages in de- 
fense industries, and listen to labor or- 
ganizers, and make wage demands. 

“Given 999 jobs for 1,000 people,” 
a utility statistician puts it, “and every- 
thing goes well. But with 1,000 jobs 


for 1,000 people, everybody goes 
crazy with the heat.” 

It all happened before, in that little 
old last-generation war, which now 
seems so quaint. Everybody was cer- 
tain that it would take years to re- 
build the world, even if the war ended, 
and couldn’t see any end in sight to the 
boom in work and wages. 

It happened during the booming 
twenties, when college professors 
bought hammers and took dollar-an- 
hour jobs as carpenters, and utility 
employees quit to work as movie ex- 
tras, and presently neglected calls to go 
on location, saying “I don’t really have 
to work at all—I can live on my invest- 
ments.” And presently were trying to 
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get back the old job reading meters. 

Here it is again; and in a country 
where people cannot be dragooned into 
jobs, it has to be met in other ways— 
but fortunately there are definite ways 
of meeting it. 


HE other day I met a graybeard 

whom I had forgotten, but who 
identified himself as my mail carrier in 
1917, 

“What you told me then certainly 
turned out for the best, and I’ve never 
forgotten it,” he said. “Now I’m re- 
tired, and have a job with my son.” 

What I said to him needs saying 
again, today, for he was tempted to 
quit the postal service and get a war 
job at twice the pay. 

“Why did you go into the postal 
service originally?” I asked him in 
1917. “You could make better money 
in other work, especially if you 
learned a trade. What did you see, any- 
way, in this job of reading other peo- 
ple’s postal cards?” 

“I went in, and spent two years as 
a substitute carrier before they gave me 
a route, because the country had just 
gone through a depression, and I 
wanted something I could depend on. 
The pay wasn’t so good as in other 
lines, but I would have a civil service 
status, and even then there were pros- 
pects that pensions would be paid by 
the time I was ready to quit.” 

“All right, you are a stay-put work- 
er, and the Lord made millions of them, 
to carry letters, read meters, and hold 
city jobs. There are also hundreds of 
thousands of go-getters, who like ad- 
venture in their work, and often rise 
high. That is their temperament, but a 
stay-put temperament would worry 
about the changes and changes of the 
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go-getter’s career. Being a stay-putter, 
you were willing to take a job that was 
certain, at comparatively low pay. Now, 
along comes this war boom, and 
tempts you to try and change your na- 
ture. Do you think you can do it?” 

“No, I don’t!’ he said. “And if | 
quit the service, and got a war job, 
and then the war ended in a couple of 
years, my wife would never let me hear 
the end of it.” 

The war ended in less than twelve 
months, 


7, the other day with Dr. 
Doncaster G. Humm, the em- 
ployment psychologist, I asked, 
“Would you say that 90 per cent of all 
the people who work for utility com- 
panies, and in government services, 
were of the stay-put type?” 

“No, I’d put it much lower—even 
down to 70 per cent,” he replied. 
“There ought to be about nine out of 
every ten stay-putters, but at the pres- 
ent time there is so much drifting into 
any kind of job, and drifting out 
again, that these fields of employment 
have too many drifters. With better 
vocational guidance, for people as well 
as employment managers, it should be 
brought nearer 90 per cent.” 

So, if a utility organization has seven 
stay-put people in every ten, much can 
be done to stabilize them by asking 
them to be themselves. They are some- 
times timid souls, but more often tech- 
nically minded fellows who like to work 
under managers who make the deci- 
sions, and the contacts. Under clean- 
cut rules, and with guidance, they are 
happiest in routine work, and do it 
better than others. 

In times like these, when there are 
the 1,000 jobs for the 1,000 people, 
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Utility Companies during Depression 


— companies are in better shape to maintain jobs during 

hard times than industrial or commercial companies, because 

they can use reserves to build for the future, scrap aging equipment, 

undertake research. For utility employees who have ability, depressions 

are apt to be more interesting than booms. Their work is more varied, 
and if they are capable, they are more likely to win promotion.” 





even the stay-putter may have doubts. 
For jobs and wages are discussed more 
than ever, and when the stay-putter 
contrasts his pay check with war wages, 
he is apt to feel inferior, and to wonder 
whether, after all, he made the best 
decision when he went to work for the 
gas company. 

Practically, he feels that the whole 
thing might come up again for a re- 
view, and in this state of mind he 
cught to have some facts upon which 
to make a new decision. 


HIS is a time utility employees 

should have some information 
about their jobs. It need not be argu- 
mentative or biased but they should 
know what kind of jobs they hold, and 
how they compare with other kinds of 
employment. 

They should be interested to know 
why the stay-put type of employment 
has greater stability than other types; 
and it is easy to show the underpin- 
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nings of utilities and aircraft building, 
city services, and war-time shipyards. 

Utility employees should consider 
how their kinds of jobs behave over a 
long term of years, in fact a lifetime 
—which is what they signed on for in 
the first place—and especially how they 
have behaved in past depressions. 

Such employees have pride in the 
service, a very definite thing in utili- 
ties ; and the size of the company is im- 
portant, because bigness commands re- 
spect among jobholders. 

The underpinnings of the utilities 
are decidedly different from, say, those 
of the building business, the garment 
industry, retail trade, or orange grow- 
ing. 

For in boom times people rush to buy 
oranges, mink coats, and new houses, 
as they are doing today, while in bad 
times each of these things suffers cur- 
tailments, and consumer economies are 
passed back to these industries in lay- 
offs and lowered wages. 


JAN. 15, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


a utilities and government serv- 
ices deal in necessities rooted in 
the community, and cannot be cur- 
tailed to the same extent. In hard times, 
the city may not put on as many new 
policemen, or build as many new 
schools or fire houses, but the decreases 
are moderate, and likewise the lay-offs. 

Statistics are dry reading, but any- 
body will read an article about love and 
marriage, and one angle on the under- 
pinnings of different employments is 
marriages. 

Five years ago, when jobs were 
eagerly hunted, a real estate man, Roy 
Wenzlick, wrote a book, “The Coming 
Boom in Real Estate,”* and among his 
constants, took the curve of marriages. 

In hard times, marriages drop to 
such a startling degree that more mar- 
ried persons are dying than are re- 
placed by new marriages, while in good 
times the new marriages run far 
ahead. 

Marriages are broad community 
averages, comparable to the increase or 
decrease of meters. Every new wedded 
couple needs some sort of place to live, 
a telephone, and gas and electric serv- 
ice, along with groceries, while every 
death of a wedded person causes 
changes in demand, usually reflected in 
a lost meter or subscriber. 

In hard times, young people post- 
pone marriages, and when employment 
gets better there is a reserve of wait- 
ing people who go to the marriage bu- 
reau for licenses, and then want homes 
and utilities. 

Regardless of these fluctuations, the 
whole population is more or less mar- 
ried all the time, and cannot do with- 
out utilities or municipal services. 


1Simon & Schuster, 1936. 
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Wherefore, a job with a utility com- 
pany is more stable than one in mil- 
linery or men’s clothing. 


> stability of employment may 
also be shown by the calculation 
that every breadwinner is making 
right now—of his new 1942 Federal 
income tax. 

The other day, a bank officer studied 
it for his own information, as a guide 
to the effects on savings and small 
loans. 

John Henry Smith has a salary that 
multiplies his modest income tax by 
ten. Generally, he has paid $10, but 
now he must pay $100. He is mar- 
ried, has two youngsters of school age, 
has life insurance, a little margin for 
saving, but this additional tax calls for 
serious readjustment of the family 
budget. 

“Where can he cut?” the bank man 
asked, reviewing food, rent, automo- 
bile, taxes, life insurance, and cloth- 
ing costs. There was only one place that 
the average family head on moderate 
salary could cut—his own clothing. 
Utility bills offer little opportunity for 
economies, and the automobile is now 
as basic a necessity as a house. 

Once upon a time, this family head 
was a bachelor, and more or less free 
to go somewhere else, if things got 
hard. But when he married, he settled 
down in the harness worn by four- 
fifths of the people in the community. 
He has to stay, and pull his share. That 
harness is attached to stable community 
things like gas and electric utility com- 
panies. 

These facts are buttressed with fig- 
ures showing a given utility company’s 
employment record in past booms and 
depressions. 
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F IGURES given in a recent book, “The 
Bell Telephone System,” by Arthur 
W. Page,® show how the individual 
company story should be brought home 
to employees—and there is more to it 
than figures. 

Over the nation, Bell Telephone 
needed 29,000 additional employees in 
the boom year 1929, and had to hire 
100,000 to get them. Business con- 
tinued growing, in new phones, after 
the stock-market crash in 1929, but the 
storm signal was up, and the company 
was not hiring many new people. A lot 
of employees quit, retired, or died in 
1930-31. Those who quit generally 
thought that other jobs were still easy 
to land. Few employees were laid off 
because business was getting bad. 

When Old Man Depression really 
shut down, everything was done to 
keep good employees. Sometimes con- 
struction men were laid off when a cer- 
tain job was finished, and no other 
project was immediately in sight, but 
the number of lay-offs was not so great 
as in normal years. 

Work was spread in every possible 
way, and more than half the vast army 
of employees accepted reductions of 
time to help in the adjustments. 

Employment was increased as much 
as possible by improvements and ex- 
tensions of service, to take care of bet- 
ter times. That is a characteristic of the 


2 Harper & Brothers, 1941. 


utility industries that employees should 
know, and never forget. 

Utility companies have to set aside 
large funds for emergencies. The emer- 
gency may be a storm that destroys 
plant, or a boom that brings hysterical 
demand for new phones or meters. 
These funds are constantly being dis- 
covered by outsiders, who jump to the 
conclusion that the company is making 
enormous profits, and who generally 
demand that the reserve fund be shared 
with stockholders, customers, or em- 
ployees. 


| ge companies are in better 
shape to maintain jobs during 
hard times than industrial or commer- 
cial companies, because they can use 
reserves to build for the future, scrap 
aging equipment, undertake research. 
For utility employees who have ability, 
depressions are apt to be more interest- 
ing than booms. Their work is more 
varied, and if they are capable, they 
are more likely to win promotion. 

It is also possible to throw on this 
subject the clear white light of hind- 
‘sight. 

There are men—and women—in 
every utility organization who, years 
ago, decided for the stay-put job and 
the regular not-so-high-as-some pay 
check. Against temptations, they have 
stuck to it— 

Well, what did it get them? 


that pays more in a defense industry, or who may even be 


q “Any utility employee weighing his present job against one 


considering the problem from the standpoint of his useful- 


ness and patriotic duty, must have pride of service recalled to 
mind by articles about his own company’s defense work, and 
the extent to which the community would have to rely upon 
him in actual war.” 


89 JAN. 15, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


Old employees can answer that, if 
interviewed. They will tell what they 
started with, and how long ago; what 
the booms and depressions have been; 
what temptations they may have had 
to quit for the pot of gold in boom 
times; what happened to the pot-of- 
gold jobs; what has happened to others 
who started when they did, but chose 
the go-getter path in life; and what 
they have now, to show for it all, in 
their homes, children, insurance, sav- 
ings, retirement prospects. 

There are utility executives who can 
talk eloquently on that subject, not only 
about their own careers, and advance- 
ment, but about employees whom they 
have worked with, and who made a 
success on the stay-put model. 


HE good points of a stay-putter 

are by no means negative. At 
times, he will be certain to compare 
himself with the go-getter, who has 
perhaps gone farther by the adventure 
path, and he may reproach himself for 
lack of courage and enterprise. But 
could he have gone as far by the other 
path? 

He knows that he was temperamen- 
tally unsuited to it, and should remem- 
ber that the ability to hold a place in a 
utility organization, and make the ad- 
justments necessary with other people, 
is a virtue to be matched against an 
adventurous spirit. 

Besides, utility organizations are 
constantly progressing. Within the 
limits of his job, the stay-putter has 
plenty of opportunity for enterprise 
and courage. It is often when other in- 
dustries are slowed down or stopped 
dead that the utility organization is go- 
ing ahead fastest. It may be a quieter 
life, but public demand, and regula- 
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tion, and competition, make it strenv- 
ous enough. 

Another phase of utility employment 
that might be brought home to em. 
ployees now, who are secretly ponder. 
ing the advantages of a job in the de. 
fense industries, is that of public sery- 
ice and responsibility. 

Theirs is a kind of employment high 
in pride of service, and famous for 
carrying on against difficulties and 
disasters. 

Whenever there is a big storm, a 
flood, an earthquake, stories get into 
the news of operators sticking to their 
switchboards, repair gangs protecting 
or quickly restoring mains, communi- 
ties being safeguarded. 

When the fire chief of Los Angeles 
got to thinking about possible disasters, 
and making plans to meet the un- 
foreseen, the first people to recognize 
the value of his idea were the officers 
of utility companies. They have always 
lived with the possibility of disaster. 
They not only got behind Chief Scott, 
but put money into special equipment 
in furtherance of his idea. The utility 
employees were ready. 


N the modern community, probably 

half the industries and trades could 

be suspended for days, sometimes 

weeks, and the effect on the community 

generally would be bad, but not dis- 

astrous. The public would suffer prin- 
cipally in its pocketbook. 

This was shown in a striking way 
when all the banks in the country were 
closed in Roosevelt’s “banking holi- 
day.” For days, nobody could cash a 
check, or deposit or draw money, but 
everybody got along somehow, and as 
one executive expressed it when the 
holiday ended, “If they’d kept it up a 
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UTILITY EMPLOYEES DURING BOOMS AND DEPRESSIONS 


week longer, I’d have learned how 


to get along without money.” 

But even Roosevelt couldn’t do that 
to gas, electricity, telephones, or any 
other utility service. None of these ne- 
cessities comes to as much as one per 
cent in the family budget, but all are as 
vital as the air we breathe, and so are 
the municipal government services of 
health, fire protection, garbage collec- 
tion. 

That utility employees are soldiers in 
the community service is obvious from 
some of the experiences of utility 
people and public servants in Great 
Britain under war conditions. The 
character of the present war is such 
that these workers might be said to be 
of far more importance than even the 
military forces. True, without Tommy 
Atkins, invasion would quickly come; 
and this always hangs over the British- 
er as a threat. But Tommy Atkins has 
been so little occupied, compared with 
the firemen and trouble shooters, that 
he has groused about boredom. No- 
body in the utility services of England 
has been bored as much as five minutes. 


le this country, we could eliminate 
entirely the factor of bombed cities, 
and still the utility and local govern- 
ment organizations would have plenty 
of responsibility. They are first-line 
soldiers in maintaining the machinery 
that keeps our defense industries go- 
ing. Under all the difficulties of scarcity 
in materials, they are providing the 
services for the mushrooming of de- 
fense industries, often in new localities, 
where the utility plant has to be built 
from the ground up. 

Any utility employee weighing his 
present job against one that pays more 
in a defense industry, or who may even 
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be considering the problem from the 
standpoint of his usefulness and pa- 
triotic duty, must have pride of serv- 
ice recalled to mind by articles about 
his own company’s defense work, and 
the extent to which the community 
would have to rely upon him in actual 
war. 

And another theme worth empha- 
sizing is the size of the company, the 
extent of its plant, the rate of growth, 
the army of its employees—in a word, 
plain Bigness. 

Somebody has said that Americans 
react first of all to the word new, and 
next to big. 

What bigness means to employees 
was shown during the trust-busting 
days of Theodore Roosevelt, when 
large corporations were new and be- 
ing freely hammered as enemies by the 
administration, as well as the muck- 
raking magazines. Ostensibly, these 
huge corporations were the enemies of 
the worker, and the worker eagerly 
read denunciations of them, and stood 
squarely behind Teddy’s demands for 
regulation. Those were the good old 
days when people still believed in fair- 
ies, and the bold experiment was tried 
of cutting the biggest corporations into 
sizable pieces—all of which have sur- 
vived, and mostly are larger than the 
original “trust.” 


eRe common people were against 
bigness as public policy, but for 
private consumption they decided that 
there might be some good in it. 

While the trusts were being battled, 
the common people reasoned that a big 
concern might be good to work for; 
that it wouldn’t go bankrupt; that it 
would have to keep a lot of people even 
in hard times; and that there must be a 
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pretty good chance in a big company to 
get promoted. 

He voted for Teddy, but then went 
around to the hiring office of the XYZ 
Corporation to see if he could get him- 
self a job. 

At all times, 
jobs. 

“Where do you work, what kind of 
business is that, how much do they 
pay— ve 

And upon the answers, Americans 
rate others and themselves—if Bill 
works for the XYZ Corporation, he 


Americans compare 


pany like that, and if Bill has been 
there twenty years, he must be better 
than most fellows to stay that long and 
get where he is. 

Today, more than at other times, 
with 1,000 jobs for 1,000 people, the 
discussion goes on more merrily than 
ever. 

It is going on among utility em- 
ployees. 

They need more information to help 
in their job discussions and compari- 
sons. 

More information will help them 


must be good to get a job with acom- make wiser decisions. 





Defense Salvage Collectors Take Note of This 


— thirty years of salvaging electric fuses of all kinds that were 
used at one time for lighting many American landmarks such as 
old theaters, schools, churches, old ferry houses, police and fire houses, 
George Hawkins, a Brooklyn electrician, built a giant-size man robot who 
has been named the Fused Man. 

The Fused Man is 7 feet tall, a yard wide, and a foot deep. He sports 
a pair of fused ears, has fused eyes, a fused nose, a fused mustache, and 
smokes a fused cigar. He has a pair of balanced-load fused feet and 
over 600 electric fuses connected to all parts of jhis body. 

In the collection of fuses, which is the only known electric fuse col- 
lection, are old wooden fuses, glass fuses, link fuses, plug fuses, cartridge 
fuses, and china fuses. 

Some of the fuses were once used in lighting the Statue of Liberty 
torch, the World’s Fair Trylon, Honeymoon Bridge at Niagara Falls, 
the old Sandy Hook Bay lighthouse, Miami Beach’s first theater, the 
Carlsbad Caverns, the Tower of the Sun exhibit at California, the 
United States Capitol building at Washington, and many other landmarks 
of historical interest. 

It took the fuse collector over three years of spare-time work in a 
little basement tinkering shop to get the Fused Man to walk, talk, sing, 
and smoke his fused cigar. He has turned out to be a great window dis- 
play and exhibit attraction. ; 


JAN. 15, 1942 92 





5 


M/, 


WEN ve: 
Zi 


LS 


FCC ‘Turns the Dial 


Stiff opposition to the commission’s order of May 5th, “de- 
signed,” said the commission, “to foster and strengthen net- 
work broadcasting,” but which the industry charges “will crip- 
ple, if it does not paralyze, broadcasting as a national service.” 


By T. N. SANDIFER 


o radio fan of the early 1920's, 
N dialing hopefully on the veriest 

haywire set of the period, 
evoked any such effects as the Federal 
Communications Commission has 
achieved with a bit of experimental 
tuning in on the radio industry that 
was intended to bring forth only sweet 
harmony, after the necessary few dis- 
cordant noises of the preliminaries had 
cisappeared. 

The noises didn’t disappear, and the 
sweet harmony has been so long com- 
ing that the parties concerned are in 
the courts with what amounts to a 
dispossess order, or at least a restraint 
on future dial turning by FCC, as a 
possible outcome. 

At this writing the FCC has post- 
poned its enforcement of certain dras- 
tic chain broadcasting regulations, 
which the affected chains have con- 
tended amounted virtually to a death 
sentence for them, and actions have 
been brought in the district court for 
the southern district of New York by 
the National Broadcasting Company 
and the Columbia Broadcasting Sys- 


tem to set aside such regulations. On a 
different front, the Justice Department 
has commenced antitrust actions 
against both big radio networks—N BC 
and CBS— in a Federal District Court. 
Substantially at issue is the broad 
power of FCC over chain networks. 
This jurisdictional issue is complicated 
by, but distinguishable from, the war 
emergency powers of the government 
over radio exercised by the Defense 
Communications Board. 


renee, on May 5, 1941, the 
Federal Communications Com- 
mission issued an order which, it mild- 
ly and fondly explained in an accom- 
panying news release, was “designed 
to foster and strengthen network 


” 


broadcasting. 

Under the original order the com- 
panies were given approximately until 
August 2nd to put their affairs in shape 
and conform to the FCC edict against 
chain broadcasting. Long before this 
date, however, it had become obvious 
that no such short shrift would do; 
and in place of any such open-and-shut 
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disposal of the issue raised by the com- 
mission, a whole new series of ques- 
tions were raised for consideration by 
both Congress and the FCC. 

First is the suggestion by John J. 
Burns, of the Columbia Broadcasting 
System, made at a hearing in mid- 
September, that the FCC Act itself is 
obsolete. He proposed that representa- 
tives of the industry confer with the 
commission and with a congressional 
committee looking toward an entirely 
new regulatory act. 

In effect, he argued, the SEC had 
done this. Meanwhile, he said, the pro- 
posed regulations pose a very serious 
problem due to the confusion that 
would inevitably follow their actual ex- 
ecution, which has been deferred from 
month to month through recognition of 
this difficulty. Since their promulga- 
tion, Burns pointed out, the emergency 
has assumed new proportions. 


| hes the period of the national emer- 
gency, therefore, Burns suggested, 
the proposed dissolution orders should 
be held in abeyance, while the industry 
and the commission worked with Con- 
gress to evolve a more modern radio 
law which would properly delimit the 
regulatory power of the commission. 
This last has been one of the main 
points of contention since the contro- 
versy first rose, with issuance of the 
original order: that, in substance, the 
commission was infringing on con- 
gressional powers in carrying its regu- 
lation of private business to the extent 
comprised in the order of May 5th. 
It came very close to winning for 
the opposing broadcasting chains at the 
time a much more drastic intervention 
by Congress than actually took place. 
What did take place was a hearing by 
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the Senate Committee on Interstate 
Commerce, of which Senator Wheeler 
of Montana is chairman, on the FCC 
order and its accompanying charges of 
monopoly. 

As Senator White of Maine 
summed up a strong congressional 
viewpoint: “The FCC has first as- 
sumed there is a monopoly, then pro- 
ceeds on its own assumption.” 

He is the author of a resolution to 
investigate the FCC, which is still 
pending, as the Wheeler committee 
hearing was eventually confined to the 
FCC report. While the opposition of 
the major chains to the FCC antinet- 
work declarations is generally undimin- 
ished, NBC has decided voluntarily to 
dispose of its holdings in the Blue net- 
work. Physical transfer of the Blue 
from NBC to RCA as a subsidiary 
operation was effected December 31st. 

It is still Columbia’s contention that 
the commission lacks the power to 
make any such regulations, and that 
in any event the proposed rules calling 
for dissolution of certain chain activ- 
ities are unlawful and would destroy 
existing network technique. 


HE atmosphere at the time of the 
original order, among a majority 
element of the commission, certainly 
implied just that intention, and, with 
one major exception, the companies 
closed ranks and have kept them closed. 
Columbia’s position is that “the pre- 
dominant judgment of experienced, 
practical operators is that it is con- 
demning all networks to so frantic a 
competitive struggle to survive that 
the maintenance of high standards will 
become impossible and general policies 
in the public interest and program qual- 
ity must suffer.” 
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FCC TURNS THE DIAL 





Pioneer in Radio Networks 


<4 HE American Telephone and Telegraph Company... was a 

pioneer in creating the present-day radio networks. Station 

WEAF was constructed in New York by the AT&T, which was 

licensed in June, 1922. It was not until 1926 that the company sold 

this station, with its subsequently developed broadcasting net, 
to RCA.” 





On the need for more definitely de- 
limiting commission power, the same 
chain held that “both the commission 
itself and the industry should be vig- 
ilant that there be no creeping en- 
croachments such as can only end in 
an invisible censorship more frustrat- 
ing than an open and acknowledged 
one. 


“— no other field of government 


regulation is it so important that 
the boundaries of congressional author- 
ity be carefully maintained and that 
there be no extension of power by muf- 
fled words smuggled into a statute.” 
This argument has been supported 
and carried forward by NBC, through 
John Cahill, its representative at com- 
mission hearings, who points out that 
the real argument is on the assumption 
by the Communications Commission of 
congressional powers to regulate busi- 
ness practices, which is a legislative 
procedure, 


O* this score, Cahill said, NBC is 
ready to join with Columbia in 
suggestions that the broadcasting 
chains work with the commission to 
secure a new congressional enactment 
of a proper radio law. He assumed 
the same position as Columbia’s, also, 
that the development of the national 
emergency since the proposed regula- 
tion was first promulgated has now 
made it impossible for the NBC to 
recognize the power of the commission 
to enforce the May regulation. 

In rebuttal of these and other con- 
tentions, Chairman Fly of FCC mean- 
while felt called on to respond that the 
emergency is not a proper prime con- 
sideration, nor are the programs them- 
selves the main issue, as some spokes- 
man had urged, in pointing to the qual- 
ity of existing programs, and the ap- 
parent threat to such quality in the 
pending order. 

Cahill, however, has cited that the 
commission resorted for the first time 
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toa 14-year-old law in making its regu- 
lation, and he reiterated that such 
sweeping proposals, based on a law of 
this date in relation to radio develop- 
ment, should be put up to Congress. 
Furthermore, Cahill has contended 
for NBC this is the proper recourse, 
because the time is not opportune for 
a test of commission power in the 
courts, although court action has since 
followed. 


eeers other nets have appeared 
in the proceedings since the issue 
first arose, the only major network to 
side with the commission, in effect, has 
been Mutual, which, through its 
spokesman, Louis G. Caldwell, has 
raised no question of either the com- 
mission’s jurisdiction or power, and 
has urged, in fact, that there be as lit- 
tle delay as possible in putting the 
order in effect. 

This order, it may be recalled, was 
aimed, according to the FCC, at “‘open- 
ing up the field to competition” to the 
erid that “not only the more powerful 
stations, but those with less desirable 
facilities and the public as well, would 
benefit.” 

Six of the eight regulations then 
proposed, it was pointed out, were in- 
tended to remove certain “restraints” 
upon stations contained in most of the 
then existing station-network affilia- 
tion contracts. Nowhere in the official 
report or order was the word “monop- 
oly” used but it was freely bandied 
in the off-reservation discussions of the 
matter. 

In place of the apparently drum- 
head nature of the earlier proceedings, 
however, there has now evolved a 
stage where the FCC is disposed to 
allow all the time necessary for fare- 
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well letters, final disposition of effects, 
and even for a few extended visits 
heme by the condemned, and the con- 
versations, as indicated, that have 
taken place in the interim have 
brought out some possibilities with dis- 
tinctly embarrassing consequences to 
the FCC if they should materialize, 
such as the strong ground for revising 
the act in the light of its use in the 
present instance. 


HILE the opposing networks have 

cited the emergency as sufficient 
ground for not permitting any up- 
heaval at this time in a vital defensive 
link such as radio operations, and the 
FCC has attempted to exclude any 
such consideration, there was a strong 
hint at the beginning of the proceed- 
ings that the emergency was under 
some consideration, at least among 
those who first sounded out public 
opinion. 

There appeared in certain column 
comments then references to the in- 
herent risks in permitting private radio 
chains to continue virtually unchecked 
broadcasting activities, including those 
sent abroad, with no central govern- 
ment agency standing by to observe 
the goings-on. 

Such entirely unofficial, but pointed, 
observations failed to recall that the 
commission had thoroughly explored 
the activities of the major nets in the 
foreign field, and that, based largely 
on what these private agencies had been 
able to demonstrate of their efficiency 
and the high plane of their operations 
in this field, certain plans for govern- 
ment-operated international broadcast- 
ing facilities were not pushed. 

Not participating, because they were 
not directly implicated, but neverthe- 
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less interested spectators of these pro- 
ceedings, have been the telephone com- 
panies. The commission view at the 
time was that its orders should not 
cause the telephone companies any 
particular inconvenience. Nevertheless, 
if finally executed, such orders might 
conceivably involve financial outlays 
in the consequent reshuffling of na- 
tional radio operations, and, at this 
time, such possibilities are further 
complicated by the priorities system 
governing all allocations of material 
and equipment. 


8 Bees American Telephone and Tele- 
graph Company, incidentally, was 
a pioneer in creating the present-day 
radio networks. Station WEAF was 
constructed in New York by the 
AT&T, which was licensed in June, 
1922. 

It was not until 1926 that the 
company sold this station, with its sub- 
sequently developed broadcasting net, 
to RCA. 

One thing the long-drawn fight has 
further brought into the open is that 
the FCC order was not at all unani- 
mous. The hearings in Congress gave 
full stress to the view of a minority, but 
avery powerful one, in the commission, 
that “The record does not show that 
there is unreasonable restraint of com- 
petition resulting from certain con- 
tracts which the majority proposes to 
prohibit.” 

In fact, these authorities said, broad- 
casting in America under existing ar- 
rangements “has achieved greater 
progress than in any country in the 
world.” 

This minority, citing benefits which 
it sees under the present order of busi- 
ness in radio, furthermore warned 
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that “It is no exaggeration to predict 
that the decision of the majority, in- 
stead of resulting in ‘free competition,’ 
would more likely create anarchy, or a 
kind of business chaos in which the 
service to the public would suffer.” 


I* connection with that phrase, “serv- 
ice to the public,” while the com- 
mission itself, as stated, has not at- 
tempted to ride the emergency in jus- 
tifying its order, other administration 
officials have not been so backward, as 
in the case of Vice President Henry 
Wallace, who, in a characteristically 
good-natured, but pointed, speech at the 
time the order was first in the making, 
listed some “services” which in his 
opinion the radio should render in con- 
nection with the times. 

That some of these services smacked 
distinctly of propaganda, even though 
it might be good from the viewpoint 
of such officials, or generally acceptable 
to the public, was not apparently an is- 
sue with him, though the private radio 
chains must constantly watch their 
broadcasts in this respect to maintain 
2 balance that will not reflect perma- 
nently on their operations. 

In short, there are varied concep- 
tions of what constitutes public service, 
and as the spokesmen of the radio 
broadcasting nets have urged, since the 
issue has been brought in the open, it 
might be advisable to recast the whole 
procedure, from a broad, disinterested 
source, and not attempt a piecemeal 
job, based on existing law. 

While these views are being studied, 
there is every indication that the FCC 
is giving the entire proposal much more 
careful consideration, and much more 
leisured development, than at first ap- 
peared to be the case. 
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Wire and Wireless 
Communication 


AMES L, Fly, Federal Communications 
Commissioner, on December 23rd 
said that the government did not plan any 
general seizure of private telephone, tele- 
graph, or radio facilities under the pend- 
ing bill to give President Roosevelt 
broad control over all communication 
lines. 

Appearing in support of the bill before 
the Senate Interstate Commerce Commit- 
tee, Mr. Fly said that in certain specific 
cases it probably would be necessary for 
the War and Navy departments to con- 
trol and operate communication facili- 
ties, particularly in “theaters of war.” 

“Of course, in combat areas complete 
Army and Navy control and operation of 
communications may be necessary,” he 
said, adding that protection of the facili- 
ties would be of paramount importance 
in military operations. “In case of total 
war throughout the country, there could 
conceivably be general taking over of the 
facilities,” he said. 

He told the committee that the trans- 
Pacific cable was then operating only as 
far as Wake and Midway islands, and 
added that it may become necessary for 
the Navy to take over available parts of 
that cable. He said that the cable from 
Wake and Midway to the Philippines, 
Manila, Shanghai, Tokyo, and Kobe was 
apparently under Japanese control. Fly 
told the committee that British financial 
interests controlled about 25 per cent of 
the Pacific cable, with Danish interests, 
now dominated by Nazi Germany, con- 
trolling about 50 per cent. 
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In answer to questions from Senator 
Austin, Mr. Fly said that no purpose of 
censorship was connected with possible 
government control of communications 
facilities. He added, however, that “of 
course, the War Department will be in 
complete control of any facilities they 
take over.’ 


EPRESENTATIVES of the War and 

Navy departments told the commit- 

tee that the legislation was highly 

favored by their departments as a means 

of extending control, now granted over 

radio facilities, to telegraph, cable, and 
other wire facilities. 

Chairman Wheeler made public a let- 
ter received from Walter S. Gifford, 
president of the American Telephone and 
Telegraph Company, saying that the leg- 
islation might have an “unsettling effect 
that may react on service,” but adding 
that his organization promised full co- 
Operation with any action deemed neces- 
sary to successful prosecution of the war. 

Russell P. Place, counsel for the Na- 
tional Association of Broadcasters, asked 
that time limitations governing the life 
of possible government seizure of radio 
properties be fixed. Under MHouse- 
approved legislation, the power to order 
closing or seizure of wire facilities and 
setting aside present regulations would be 
in effect until six months after the war 
closed or until Congress adopted a con- 
current resolution. 

Under the substitute measure intro- 
duced by Senator Wheeler at the request 
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WIRE AND WIRELESS COMMUNICATION 


of the administration, the presidential 
power would extend for such time as Mr. 
Roosevelt might see fit. 

The Senate, however, was expected to 
approve the more moderate Lea bill as it 
was unanimously passed by the House 
of Representatives. This measure con- 
tains substantially all of the reservations 
that were present in the concurrent joint 
resolution approved by Congress on July 
22, 1918, which was the basis for Federal 
control of the telephone and telegraph 
industries during World War I. Most 
important of these reservations is the 
time limitation, which would return con- 
trol of any wire communication seized 
or otherwise used by the government to 
its private owner within six months after 
the declaration of peace unless sooner re- 
turned by congressional resolution. 


_ reservation retained to the 
states taxation and police power 
over wire communication facilities and 
restricted the Federal government from 
exercising any powers in such a way as 
to extend their effect beyond the period 
of the emergency. The text of § 606 of 
the Communications Act as it would read 
under the House-approved Lea bill is as 
follows (proposed amendments in italics ; 
presently effective text in Roman) : 


(a) During the continuance of a war in 
which the United States is engaged, the 
President is authorized, if he finds it neces- 
sary for the national defense and security, 
to direct that such communications as in his 
judgment may be essential to the national 
deiense and security shail have preference or 
priority with any carrier subject to this act. 
He may give these directions at and for such 
times as he may determine, and may modify, 
change, suspend, or annul them and for any 
such purpose he is hereby authorized to is- 
sue orders directly, or through such person 
or persons as he designates for the purpose, 
or through the commission. Any carrier 
complying with any such order or direction 
for preference or priority herein authorized 
shall be exempt from any and all provisions 
in existing law imposing civil or criminal 
penalties, obligations, or liabilities upon car- 
riers by reason of giving preference or prior- 
ity in compliance with such order or direc- 


tion. 

(b) It shall be unlawful for any person 
during any war in which the United States 
is engaged to knowingly or willfully, by 
physical force or intimidation by threats of 
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physical force, obstruct or retard or aid in 
obstructing or retarding interstate or foreign 
communication by radio or wire. The Pres- 
ident is hereby authorized, whenever in his 
judgment the public interest requires, to em- 
ploy the armed forces of the United States 
to prevent any such obstruction or retarda- 
tion of communication : Provided, That noth- 
ing in this section shall be construed to re- 
peal, modify, or affect either § 6 or § 20 of 
an act entitled “An act to supplement exist- 
ing laws against unlawful restraints and 
monopolies, and for other purposes,” ap- 
proved October 15, 1914. 

(c) Upon proclamation by the President 
that there exists war or a threat of war or 
a state of public peril or disaster or other 
national emergency, or in order to preserve 
the neutrality of the United States, the 
President may suspend or amend, for such 
time as he may see fit, the rules and regula- 
tions applicable to any or all stations within 
the jurisdiction of the United States as pre- 
scribed by the commission, and may cause 
the closing of any station for radio com- 
munication and the removal therefrom of its 
apparatus and equipment, or he may author- 
ize the use or control of any such station 
and/or its apparatus and equipment by any 
department of the government under such 
regulations as he may prescribe, upon just 
compensation to the owners. 

(d) Upon proclamation by the President 
that there exists a state or threat of war 
involving the United States, the President, 
if he deems it necessary in the interest of 
the national security and defense, may, dur- 
ing a period ending not later than six months 
after the termination of such state or threat 
of war and not later than such earlier date 
as the Congress by concurrent resolution may 
designate, (1) suspend or amend the rules 
and regulations applicable to any or all fa- 
cilities or stations for wire communication 
within the jurisdiction of the United States 
as prescribed by the commission, (2) cause 
the closing of any facility or station for wire 
communication and the removal therefrom 
of its apparatus and equipment, or (3) 
authorize the use or control of any such 
facility or station and its apparatus and 
equipment by any department of the govern- 
ment under such regulations as he may pre- 
scribe, upon just compensation to the owners. 

(e) The President shall ascertain the just 
compensation for such use or control and 
certify the amount ascertained to Congress 
for appropriation and payment to the per- 
son entitled thereto. If the amount so cer- 
tified is unsatisfactory to the person entitled 
thereto, such person shall be paid only 75 
per centum of the amount and shall be en- 
titled to sue the United States to recover 
such further sum as added to such payment 
of 75 per centum will make such amount 
as will be just compensation for the use and 
control. Such suit shall be brought in the 
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manner provided by paragraph 20 of § 24, 
or by § 145 of the Judicial Code, as amended. 

(f) Nothing in subsection (c) or (d) shall 
be construed to amend, repeal, impair, or 
affect existing laws or powers of the states 
in relation to taxation or the lawful police 
regulations of the several states, except 
wherein such laws, powers, or regulations 
may affect the transmission of government 
communications, or the issue of stocks and 
bonds by any communication system or sys- 
tems. 

(9g) Nothing in subsection (c) or (d) 
shall be construed to authorize the Presi- 
dent to make any amendment to the rules 
and regulations of the commission which the 
commission would not be authorized by law 
to make and nothing in subsection (d) shall 
be construed to authorize the President to 
take any action the force and effect of which 
shall continue beyond the date after which 
taking of such action would not have been 
authorized. 


ic enactment of the proposed 
amendments to § 606 of the Com- 
munications Act, it was generally ex- 
pected in capital circles that the Presi- 
dent would issue a proclamation dele- 
gating powers to be conferred on the 
Federal government to the Defense 
Communications Board. The President 
took similar action by a proclamation on 
December 10th delegating Federal pow- 
ers already conferred on the Federal gov- 
ernment by § 606 with respect to radio 
broadcasting. 

In his proclamation of December 10th 
the President stressed the need for pre- 
serving as much as possible the organi- 
zation forms of existing private manage- 
ment and operation, even to the retaining 
of company names and so forth. Inci- 
dentally, this proclamation also gave the 
DCB authority to supervise the priority 
of government messages over wire com- 
munication facilities — a power which 
was automatically granted to the Federal 
government upon the declaration of war. 


* *K * X* 


LTHOUGH the early tidal wave of 
A telephone conversations which en- 
gulfed the facilities of the telephone in- 
dustry with the bombing of Pearl Harbor 
had subsided, the war emergency com- 
bined with the holiday peak continued to 
present certain operating difficulties. 
Army interceptor commands in various 
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localities warned the public against the 
use of telephones during air-raid warn- 
ings. The purpose of these admonitions 
is to forestall curiosity calls to Army 
headquarters and other public authorities, 
thereby jamming the lines to the exclu- 
sion of necessary military and air-raid 
precaution calls, 

Army authorities made known that it 
is the business of the interceptor com- 
mand offices to gather information about 
possible enemy aircraft activity—not to 
hand it out to the general public. Off- 
cials stressed the importance of keeping 
telephone lines to all Army, Navy, and 
civilian defense headquarters open for 
necessary calls during air-raid alarms. 
Information necessary for the public, it 
was hinted, will either be given out over 
the radio broadcasting stations or other- 
wise disseminated. 

Officials of the Southern Bell Tele- 
phone & Telegraph Company reversed 
the usual holiday custom by issuing an 
appeal for civilians to refrain “as far as 
possible’ from making long-distance 
calls on Christmas and New Year’s day 
in the interest of defense. Similar re- 
quests were made by the Chesapeake & 
Potomac Telephone Company of Vir- 
ginia, Pacific Telephone & Telegraph 
Company, and other associated Bell 
companies. 


* * *« * 


HE FCC has given its attention to 

the matter of accounting for “emer- 
gency facilities” by telephone companies. 
Following a meeting on December 23rd, 
the FCC found that the “peculiarities of 
the expected life of these [emergency] 
facilities, ramifications, and variations in 
the agreements governing their con- 
struction, and other considerations may 
be found at the conclusion of studies now 
in progress to warrant special account- 
ing treatment.” In order that accounting 
for such emergency facilities, which were 
found to be quite substantial during the 
calendar year of 1941, should be segre- 
gated, the commission entered the fol- 
lowing order: 


That with respect to all transactions (ex- 
cepting station apparatus, station installa- 


100 





inst the 
1 warn- 
Nitions 
Army 
10Tities, 
- exclu- 
Lir-raid 


that it 
r com- 
1 about 
-not to 
. Offi- 
eeping 
y, and 
on for 
larms, 
blic, it 
it over 
other- 


Tele- 
yersed 
ng an 
far as 
stance 
s day 
ir re- 
uke & 
Vir- 
rraph 
Bell 


WIRE AND WIRELESS COMMUNICATION 


tions, drop and block wire, nonmultiple 
PBX’s, and booths and special fittings) due 
to the construction or subsequent existence 
of “emergency facilities” costing $5,000 or 
more for any project or establishment, con- 
structed by class A and class B telephone 
companies subsequent to June 30, 1940, sub- 
sidiary accounting records shall be main- 
tained until otherwise ordered so as to afford 
a segregation of such transactions recorded 


in 
(1) account 100.1, “Telephone plant in 
service,” 
(2) account 171, “Depreciation reserve,” 
(3) account 175, “Contributions of tele- 
phone plant,” 
(4) account 
pense],” and 
(5) all operating revenue accounts; 
PROVIDED, HOWEVER, That items (1), (3), 
and (5) shall be maintained by projects or 
establishments and summarized by states, 
item (2) shall be maintained by states, and 
item (4) shall be computed by classes of 
plant for the property in each state; and 
PROVIDED FURTHER, That the segregation 
with respect to the operating revenue ac- 
counts may be confined to nonrecurring 
amounts (such as, for example, those occa- 
sioned by so-called installation charges, as 
distinguished from recurring periodic 
charges) ; and 
PROVIDED FURTHER, That the reference to 
an account or group of accounts in this order 
shall not be construed as an indication of 
the propriety or impropriety of the use of 
such accounts in accounting for transactions 
of the nature under consideration herein. 


“Depreciation [ex- 


For purposes of this order “emergency 
facilities’ were stated to mean any fa- 
cilities provided by telephone companies 
pursuant to an agreement to furnish serv- 
ice to the United States or any other or- 
ganization or person required solely by 
the national defense program ; and where 
the cost of such facilities can be segre- 
gated from the cost of other facilities of 
the company. 

¢ « @ 


Fees upon the stated willingness of 
the National Broadcasting Com- 
pany and the Radio Corporation of 
America to dispose of one of the former’s 
two networks, the Federal Communica- 
tions Commission last month consented 
to the voluntary assignment of licenses of 
three key stations of the Blue network— 
WJZ, New York; WENR, Chicago ; and 
KGO, San Francisco—from the Na- 
tional Broadcasting Company to the par- 


ent company (RCA) pending the finding 
of an outside purchaser to assume such 
operation. 

At the same time, the commission 
granted an application for the assign- 
ment of a license of another Blue net- 
work station—WMAL, Washington, D. 
C.—from the National Broadcasting 
Company to the M. A. Leese Radio Cor- 
poration. In removing this application 
from its pending files, the commission 
took cognizance of the indicated plan of 
network operation and, also, of the sub- 
stantial investment antedating Order 79 
made in WMAL by The Evening Star 
Newspaper Company, which owns the 
Leese Corporation. 

Niles Trammell, president of the Na- 
tional Broadcasting Company, following 
a recent meeting of the board of direc- 
tors, announced the sale of NBC’s con- 
cert and talent divisions — including 
Civic Concert Service, Inc., to Alfred H. 
Morton, D. S. Tuthill, O. O. Bottorff, 
and Marks Levine, four veteran NBC 
executives, whose combined experience 
in the talent and concert fields totals al- 
most one hundred years. 

A new company would be formed— 
the National Concert and Artists Cor- 
poration—to carry on the business. It 
will occupy offices in New York city, 
with branch offices in Chicago, Holly- 
wood, and San Francisco. The sale be- 
came effective January Ist. 


*x* * * * 


F. Dees, owner of the Mount Ver- 
J e non Telephone Company, was given 
forty-five days more by the Kentucky 
Public Service Commission on December 
22nd to rehabilitate his “one-man tele- 
phone company,” as he termed it, in 
order to improve service. Fritz Krueger, 
Mount Vernon attorney, represented 
complaining citizens of the town. 
Dees told the commission he had made 
a number of improvements during the 
ninety days given him last summer but 
had not had time to finish the job. At a 
hearing last summer, after which he was 
ordered to make improvements, Dees 
told the commission he did practically all 
the upkeep and financial work himself. 
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Financial News 


Utility Stocks around Lowest 
Levels of Past Sixty-four Years 


: weekly average of twenty-eight 
utility stocks compiled by Standard 
& Poor’s has now dropped close to the 
lowest levels of the past sixty-four years. 
As of December 23rd the index stood at 
62.2, compared with the high points of 
92 in 1941, 104 in 1940, 136 in 1937, and 
386 in 1929, 

In order to find a figure substantially 
below the present level it is necessary to 
go back to 1877—the days of the long de- 
pression following the Civil War—when 
the average dropped to 44 (recovering 
to 62 within a year, however). Later 
periods in which the index declined to 
around 60-65 were 1885, 1907-8, 1920- 
21, 1932, and 1935 (when the Utility Act 
was passed). 

American investors in the 1920’s were 
intrigued with the idea of “common 
stocks as long-term investments.” Ac- 
cording to the Standard indexes, here is 
the way a buyer of common stocks would 
have fared, assuming that his parents 
bought him a portfolio at birth and that 
he is now reaching the last milestone of 
the traditional “threescore years and 
ten” : 

Dec., Dec., 
1871 1941 
Utility stocks .. 85 62 


Rail stocks .... 116 59 
Industrial stocks 18 71 


Net Result 
Loss of 27% 
Loss of 49% 
Gainof 300% 


The principal reason for this wide varia- 
tion is probably that railroads and utili- 
ties are regulated by government agen- 
cies, and in general profits are held to the 
minimum considered necessary to at- 
tract new equity capital, usually about 
5-7 per cent. Industrial companies (ex- 
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and 
Comment 


By OWEN ELY 


cept to some degree in war time) are not 
usually subjected to any direct limitation 
of profits. Most well-managed com- 
panies usually follow a policy of reinvest- 
ing at least one-third of their profits, in 
addition to making liberal allowance for 
depreciation and depletion. For various 
reasons, including the pressure of gov- 
ernment regulation, many railroads and 
utilities have been unable, except during 
periods of unusual prosperity or by build- 
ing up “hidden reserves,” to follow such 
a policy. 


fd holding company stocks, both 
rail and utility, have of course been 
the hardest hit by the adverse trends of 
recent years. Standard’s index of utility 
holding company stocks has been com- 
piled only since 1918. At the beginning 
of that year, despite the fact that we were 
participating in the first World War with 
a high level of operating costs, the index 
stood at 41, and in the 1920 bear market 
it receded only to 36. Then began an 
accelerating rise, the index reaching a 
“normal” bull market top in 1925 of 207; 
but due to the public craze for “growth” 
and “leverage” stocks, it skyrocketed on 
to 834 in 1929. 


By 1932 the index had dropped to 66, 
recovering to 178 in 1933. Then in the 
unfavorable atmosphere of the New Deal 
it began to wilt rapidly—with a tempo- 
rary recovery in 1936-37 based on hopes 
that the Utility Act would be declared 
unconstitutional, or enforced with mod- 


eration. The retreat of investors de- 
veloped into a rout when the SEC finally 
threatened drastic readjustment of hold- 
ing companies’ assets and the withhold- 
ing of income, under a new philosophy 
of trusteeship based on the Deep Rock 
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decision. When the drastic implications 
of this new SEC policy gradually be- 
came apparent to investors in 1941, the 
index shrank from its January level of 
60 to the current level around 28—the 
lowest for the twenty-four years in 
which it had been compiled. Fears of 
further war-time increases in taxes and 
costs were, of course, a contributing 


factor. 
ee 


Stocks Discount Anticipated 
Drop in 1942 Earnings 

N its recent forecast for 1942, Stand- 
I ard & Poor’s service predicted a fur- 
ther decline in utility earnings, resulting 
in numerous dividend cuts. Manufac- 
tured gas is expected to make the most 
unfavorable showing, while natural gas 
companies, favored by more stationary 
costs and large industrial demand, should 
do better than electric utilities. The out- 
look for telephone companies is consid- 
ered unfavorable in view of their high 
operating ratios. 

As shown in the accompanying table 
(summarizing Standard’s compilation) 
electric utilities and natural gas com- 
panies would have shown a gain of over 
14 per cent in net income, and manufac- 
tured gas companies about one per cent, 
if Federal taxes had not increased. How- 


ever, due to higher taxes net for manu- 
factured gas companies for the calendar 
year is expected to show an average de- 
cline of 5.7 per cent, for electric com- 
panies in 1941 5.4 per cent, and for the 
natural gas industry 1.8 per cent. 

While electric revenues are expected 
to show an increase in 1942, this may 
be retarded by smaller sales of electric 
appliances and by priorities restrictions 
on the operations of some industrial con- 
sumers. As a result, Standard predicts 
that revenue increases may be insufficient 
to offset higher wage and fuel costs. Sav- 
ings from new refunding operations seem 
unlikely. 


EGARDING tax increases, it appears 

likely that the United States may 
follow the example of Canada, which is 
one step ahead of us in war policies and 
legislation. Canada now imposes a cor- 
porate income tax of 40 per cent and 
excess profits taxes up to 75 per cent, 
based largely on average earnings before 
the war. Canadian utilities in 1941 
showed earnings increases before taxes 
of 5-10 per cent, but net was down about 
15 per cent after absorbing the tax gain. 
Hence, it is predicted that a somewhat 
similar decline might occur next year 
in the earnings of United States com- 
panies, assuming that taxes are jumped 
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to the Canadian level. Since the average 
company had been paying out about four- 
fifths of the balance of earnings avail- 
able for common stocks, a 15 per cent re- 
duction in net income (which we esti- 
mate would amount to about 20 per cent 
in the balance after preferred dividends) 
might fully offset this margin of safety. 
Hence further dividend cuts on this basis 
would appear inevitable. 

Manufactured gas companies were 
able to make a relatively good showing 
in 1941 because of by-product sales at 
higher prices, and also because Federal 
taxes were moderate due to the low per- 
centage of earnings on invested capital. 
But wage and fuel costs, which now ab- 
sorb some 57 per cent of gross revenues, 
are expected to make bigger inroads into 
net income next year, with only a partial 
offset through rising prices for by-prod- 
ucts. Since most of the manufactured 
gas companies are rather liberal with divi- 
dend payments, readjustments may be 
numerous in 1942. 

The natural gas companies were able 
in 1941 to absorb increased taxes through 
earnings gains, leaving net income only 
slightly under the previous year, and this 
relatively good showing is expected to 
continue in 1942. Moreover, since nat- 
ural gas companies are usually more 
conservative in their dividend policy, 
fewer dividend adjustments should 
prove necessary. 

One point of interest which Standard 
& Poor’s does not mention in their study 
is that the prices of utility stocks have 
substantially discounted (during 1941) 
a 2-year decline in earnings. The aver- 
age price of twenty-eight utility stocks on 
December 23rd was about 31 per cent 
below a year ago. It is difficult to esti- 
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Current 


Price 
About 
Consolidated Edison 
Commonwealth Edison 
Detroit Edison 
Boston Edison 


*Based on latest quarterly dividend rate. 
may average higher than the $1.40 here used. 
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mate accurately the decline in the balance 
for common stock dividends, but this 
will probably not exceed 7 per cent in 
1941 and (based on Standard’s estimate) 
about 20 per cent next year, making a 
cumulative total of about 29 per cent. 
Hence the decline in prices has practical- 
ly discounted the anticipated trend of 
earnings for the whole of 1942. 


¥ 


Reappraising Consolidated 
Edison 


tt decline in Consolidated Edison’s 
common stock from 49% in 1937, 
and 32$ in 1940, to the recent low of 
11¢ seems somewhat of a market mys- 
tery. It is true that most other utility 
stocks have declined sharply, and some 
holding company stock issues have 
dropped even faster than Edison. But 
the group of “Edison” stocks—Boston, 
Detroit, and Commonwealth Edison — 
with which Consolidated has usually 
been grouped has been considerably 
outdistanced in the downward trend, as 
indicated below. 

It is difficult to understand why Con- 
solidated Edison has dropped so low in 
investment regard, recording what is 
probably an all-time low for the stock. 
In 1932 when many industrial stocks 
were at record low levels and the Dow- 
Jones industrial average dropped to 41, 
Consolidated Edison declined only to 
314. Some reasons for the gloom 
which has recently enveloped the stock 
may be the following: (1) the rather 
outspoken pessimism of the management 
early in 1941; (2) fears of the LaGuar- 
dia administration, which in past years 
has tentatively proposed constructing a 


Percent- 
age 
Decline 


1940 Estimated Current 
High Price-earn- Yield 
About 


ings Ratio About* 


Detroit Edison’s quarterly rate is irregular, and 
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competing municipal plant; (3) expec- 
tations that “cheap power” might eventu- 
ally be brought down from Niagara; (4) 
fears of German bombardment of Edi- 
son’s big plants; (5) the effects of 
“blackouts” on revenues; (6) appre- 
hension that the public service commis- 
sion (or possibly the SEC) might insist 
on a larger depreciation reserve in the 
balance sheet ; (7) anxiety over the com- 
pany’s rate structure, which seems mod- 
erately high compared with the national 
average; (8) the fact that New York 
city is gaining relatively few benefits 
from defense orders, thus far; and (9) 
the company’s heavy tax burden. 


By garment these points in the order 
named, it seems probable that Mr. 
Carlisle’s pessimistic statements of near- 
ly a year ago were due in part to the gen- 
eral political situation, and fears of 
further government regulation. If so, 
the decline of nearly 50 per cent in the 
price of stock, with earnings down only 
about 6 per cent, would seem to overdis- 
count this factor. 

Concerning Mr. LaGuardia, the gen- 
eral public has failed to respond to his 
suggestions regarding a municipal plant, 
and he is now too busy with war duties, 
it would appear, to develop a new cam- 
paign for municipal ownership. He re- 


AVERAGE DAILY PRODUCTION OF ELECTRIC ENERGY 


Revised Series 


SOK SOND 





JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT NOV __DE 

















ean ame Oe aes aoe 












































MILLIONS OF KILOWATT—HOURS 

















2 



























































=B MAR APR MAY JUNE JULY AUG SEPT OCT NOV DE 



































° 
































DJFMAMJ JASONDJFMAMJJA 
1939 


1938 
Federal Power Commission 


105 


JAN. 15, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


cently indicated that Newbold Morris 
may have to take over the mayoralty. 

Regarding fears of cheap Niagara 
power, thus far the trend is in the oppo- 
site direction: The Federal administra- 
tion recently arranged for construction 
of a high-tension transmission line by 
which Edison’s surplus power could be 
carried upstate to Massena, to service the 
new aluminum plant under construction 
there. Of course it is true that the oper- 
ation has been entrusted to the New York 
Power Authority, a dormant agency 
noted for its antiutility views, and the 
rates fixed for the sale of this power may 
be too low to afford Edison much profit. 
Edison would doubtless have preferred 
to build the line itself, perhaps in co- 
Operation with Niagara Hudson (with 
which it has close corporate relations, and 
some present facilities for power inter- 
change). So far as the St. Lawrence 
power project is concerned, this remains 
several years in the future, and has not 
yet been authorized by Congress. 

As to bombing fears, it may be men- 
tioned that Lloyds of London is willing 


to wager 99 to 1 that New York will not 


be bombed. A “token” bombing, it 
seems generally agreed, would be very 
costly in relation to possible military 
benefits. While it is true that the Edison 
plants might prove vulnerable in the 
event of a raid, it may be pointed out that 
the Manila Electric plant was still func- 
tioning after two weeks of intermittent 
bombing of that city, although output 
declined about 60 per cent compared with 
the pre-war level of early December. 
Regarding “blackouts,” the effects 
are not likely to offset increased loads. 


Ws respect to depreciation, Edison 
in former years placed greater 
stress on maintenance and hence did not 
accrue a very substantial balance sheet 
reserve (now about 7 per cent of plant 
account). However, the depreciation 
charge has in recent years been raised 
above the 10 per cent level. 

Thus far, the SEC has exercised no 
control over Edison except under the 
Securities Act in connection with new 
financing. However, as a subsidiary of 
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United Corporation, Edison is theoret:- 
cally under SEC control. Aside from the 
balance sheet depreciation reserve, the 
company would not seem particularly 
vulnerable to any SEC demands. In re. 
cent years its depreciation charges in the 
reports to stockholders have been only 
moderately lower than the amounts 
claimed in the reports to the Treasury 
Department for tax purposes. 


 gemnesig the company’s electric 
rates, it appears very unlikely that 
the public service commission will move 
for a general rate cut at a time when costs 
are increasing. Moreover, Edison’s re- 
turn on investment is very low, the par- 
ent company in 1940 earning only 4.4 
per cent (though this would be increased 
to around 5.4 per cent if the reserve 
were increased to 18 per cent). The gen- 
eral average for all utilities has in the 
past been around the 6 per cent level, al- 
though it may be slightly lower now. 

Regarding New York city’s relative 
lack of defense business, there may be 
some correction of this trend in 1942. 
Some government departments are being 
moved to New York, and a special effort 
is being made to subcontract defense 
orders. In any event Consolidated Edi- 
son has never had a heavy industrial 
load. Edison’s weekly output is current- 
ly averaging about 3 per cent over last 
year—about one-quarter of the average 
gain for the United States. While this 
showing is disappointing in view of Edi- 
son’s strenuous campaigns last year to 
sell household appliances, it is perhaps 
comforting that there should be less of a 
post-war let-down of industrial activity. 

The company’s interim report for the 
September quarter included no provision 
for excess profits taxes, the company in- 
dicating there would be no such liability 
for 1941, because of a credit carried over 
from 1940, While data are not available 
for estimating this year’s tax situation, 
it does not appear likely that (based on 
the present law) any excess profits taxes 
incurred will be specially burdensome. 
An increase in the normal Federal income 
tax rate to 40 per cent would mean about 
$4,400,000 more taxes, 
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COMMODITY PRICES 
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What Others Think 


The 


HE Federal Communications Com- 

mission is giving priority to the 
many communications problems which 
arise from the nation’s defense effort, 
according to an abbreviated annual re- 
port made public on December 21st. 
This 66-page summary of commission 
activities under the emergency also takes 
cognizance of the new horizons opened 
in the broadcast and other radio fields, 
as well as developments in the wire serv- 
ices. The report is extended from the 
cost of the fiscal year to include impor- 
tant happenings within recent months. 

Some of the report’s highlights may be 
briefed as follows: 

NATIONAL DEFENSE. Typical of the 
commission’s augmented activities is 
development of new facilities and serv- 
ices necessary to defense; expediting 
wire-line extensions and new radio links ; 
providing additional frequencies for 
military purposes ; improving the service 
of short-wave stations beamed on foreign 
countries, and, at the same time, forestall- 
ing possible misuse of existing facilities 
by more effective ether policing, banning 
amateur communication for the duration 
of the war, and checking the citizenship 
of more than 150,000 radio operators 
and communications employees. All such 
defense work is in close cooperation with 
other Federal agencies, as well as with 
the industries and operators concerned. 
During the year two particular defense 
units were established : 


ATIONAL Defense Operations Sec- 

tion, which has established nearly 
one hundred monitoring stations at stra- 
tegic points throughout the United States 
and its possessions to detect any opera- 
tion in violation of laws, treaties, or regu- 
lations. Every state has at least one such 
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station. Each station utilizes highly spe- 
cialized fixed and mobile equipment. The 
National Defense Operations Section 
acts in conjunction with other intelli- 
gence and investigative agencies of the 
Federal government, as well as with state 
and municipal law-enforcement bodies, 
During the year it handled several thou- 
sand cases of suspected radio violations, 
Several hundred illegal transmitters were 
closed down, the licenses of four stations 
were revoked, and licenses of some forty 
operators were suspended. 

Foreign Broadcast Monitoring Serv- 
ice, which is recording, translating, ana- 
lyzing, and reporting on from 600,000 to 
900,000 words transmitted daily by for- 
eign broadcast stations. Speeches, news, 
and entertainment are carefully watched 
for intelligence and trends, which are re- 
ported immediately to government offi- 
cials responsible for counterpropaganda 
or other action. Four “listening posts” 
are attuned to foreign broadcasts. They 
are so located that each can best hear 
transmissions from a particular region of 
the world. These stations have quick 
communication with a central Washing- 
ton office by means of radio, telephone, 
teletype, and telefax. Here pertinent 
confidential information is prepared in 
the form of spot bulletins, daily reports 
with over-all content and analysis, weekly 
summaries of propaganda methods on 
the long-range basis, and special reports 
and analyses. 


IB cee COMMUNICATIONS BoarD. 
Created by executive order on Sep- 
tember 24, 1940, the Defense Communi- 
cations Board has codrdinated plans for 
defense use of wire and radio communi- 


cations. It has no operating, procure- 
ment, or censorship functions, and re- 
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ports to the President through the Office 
for Emergency Management. Headed by 
the chairman of the Federal Communica- 
tions Commission, the board comprises 
representatives of various government 
branches particularly interested in com- 
munications under war conditions. The 
board has no paid personnel but func- 
tions with the aid of a codrdinating com- 
mittee and a law committee staffed from 
the agencies represented. The board is 
advised by committees representative of 
labor and industry, as well as committees 
which speak for the various industries 
and other groups concerned. These com- 
mittees have formulated plans to meet 
any foreseeable contingency in maintain- 
ing service and providing supplemental 
or alternate facilities. In particular, plans 
have been drafted for regional telephone 
networks, with a super linking of the 
country’s broadcast stations. The broad- 
casters, in turn, are prepared to prevent 
their stations from being used as beacons 
for enemy aircraft. Alternate routes for 
international communications have been 
worked out, and special study made of 
repair work under war conditions. At- 
tention has also been given to expansion 
of police and fire communications, and 
to priority for defense communications. 
A special committee is studying material 
and equipment requirements for both 
wire and radio services, while another 
liaison committee codperates with the 
Office of Civilian Defense. 


] gory Significant was the open- 

ing of the new fields of broadcast— 
frequency modulation and _ television 
—both on a commercial basis. On No- 
vember Ist there were 67 FM authoriza- 
tions and 43 applications pending, with 
an estimated 120,000 FM receivers in 
public use and new sets being produced 
at the rate of 1,200 a day. Applications 
for FM stations in New York city far ex- 
ceeded available frequencies there. Given 
the “go” signal on July Ist, eight televi- 
sion stations had received commercial au- 
thorizations within four months, and a 
score of experimental television stations 
had signified their intention of going 
commercial as soon as possible. 
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Standard Broadcast. On November 
Ist there were 915 standard broadcast 
stations in operation or under construc- 
tion, and the number of standard re- 
ceivers in use was placed at more than 
50,000,000. The North American Re- 
gional Broadcasting Agreement, which 
went into effect March 29th, has served 
to improve radio reception throughout 
North America by eliminating or mini- 
mizing the mutual interference problems 
of Canada, Cuba, the Dominican Repub- 
lic, Haiti, Mexico, and the United States. 
On October 11th the commission ex- 
tended the normal license period of 
standard broadcast stations from one to 
two years. On May 2, 1941, the com- 
mission issued its report and regulations 
with respect to chain broadcasting, sup- 
plementing the same on October 11th. On 
November 12th the commission, under 
stipulations with NBC and CBS, post- 
poned these regulations pending court de- 
cision on ensuing litigation. Increasing 
applications by newspapers to operate 
FM stations prompted the commission, 
on March 20th, to order inquiry to de- 
termine what policy or rules, if any, 
should be promulgated in this connec- 
tion, and also with respect to future ac- 
quisition of standard broadcast stations. 
On October 6th the commission heard 
oral argument on a proposed ban on the 
operation of more than one standard 
broadcast station in any service area by 
a single interest or group of interests. 


] gees OpeRATORS. Commercial radio 
operator licenses are now held by 
some 89,000 individuals. There are also 
about 60,000 amateur licensees, which is 
several times the number for all other 
countries combined. On December 7th, 
the day that Japan declared war on the 
United States, the commission ordered a 
shutdown of all amateur communication 
in this country, its territories and pos- 
sessions, except special authorization for 
defense purposes. 

Wire Services. Telephone users were 
saved more than $15,000,000 annually by 
interstate long-distance rate reductions 
effected by the commission during the 
year. More than $65,000,000 worth of 
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new telephone construction was ap- 
proved, including links necessary to com- 
plete the new transcontinental telephone 
cable. 

One telegraph grant covered con- 
struction of 1,620 miles and leasing of 
nearly 200 miles of line for the 
Civil Aeronautics Board’s nationwide 
weather-reporting system. Because of 
the war, no direct cable service is now 
available between the United States and 
any country on the continent of Europe 
(though service continues to Britain and 
the Azores), and Pacific service is af- 
fected. 

Routine field inspections number 18,- 
500 and investigations nearly 4,000; 
more than 35,000 frequency measure- 
ments were made and some 47,000 appli- 
cants for radio operator licenses were 


examined. Various studies and investi- 
gations were also conducted by the com- 
mission’s accounting field office. 

The report makes no specific recom- 
mendation to Congress. The commission 
makes such recommendations as the need 
arises rather than waiting to present them 
in annual reports. 

Commission personnel was listed as 
775 in Washington (including 256 na- 
tional defense) and 613 in the field (in- 
cluding 424 national defense). Practi- 
cally all are under civil service. In trans- 
mitting the current report to Congress, 
Chairman James Lawrence Fly com- 
mented that “the showing made has, in 
large measure, been possible by employee 
devotion to duty beyond that which 
might reasonably be expected, even in 
the face of unusual conditions.” 





Public Utilities As Trouble Shooters for 
Small Business 


_ since the defense program made 
it apparent that there would be a 
desperate shortage of many raw mate- 
rials in all lines of civilian production, 
the problem of finding a place for the 
small businessman has worried not only 
Washington but Main street as well. The 
creation of a special branch within the 
Office of Production Management, under 
the leadership of the utility magnate, 
Floyd Odlum, was one of the steps 
taken to relieve the situation. 

But the situation has only begun its 
aggravating course. Thousands of small 
shops are now working on their last batch 
of civilian orders, with the almost cer- 
tain knowledge that they can have no 
more materials. Many are faced with the 
prospect of going out of business en- 
tirely. Others will have to cut down to 
skeleton operations or turn their atten- 
tion to repair and maintenance instead of 
new production. 

The public utility companies, under 
such circumstances, have a special inter- 
est and a definite stake in solving this 
problem of the secondary effect of prior- 


ity shortages. Public utilities operating in 
communities which are so-called “one-in- 
dustry towns,” or wherein a number of 
highly specialized civilian type industries 
are located, already realize the magnitude 
of the problem. Only a portion of those 
civilian industries which are getting cut 
off from material supplies are able tech- 
nically, and financially, to make the jump 
from peace-time operation to war-time 
operation. 


_ rest are going to have to close 
up shop, or limp along on a skeleton 
basis until the emergency is over. After 
that we shall probably have even a more 
serious problem of industrial dislocation 
when industries geared to war-time pro- 
duction try to shift back to peace-time 
operation. That may even be worse be- 
cause it will have to take place without 
the benefit of the present large-scale gov- 
ernment spending — probably in the 
trough of the waves of economic reces- 
sion. 

All this means local business loss, local 
unemployment, and local economic dis- 
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“WILL OUR NUMBER BE LISTED FOR THE ‘POT OF GOLD’ PROGRAM ?” 


ruption. It can be especially serious for 
utilities because they cannot, like the 
workers and, to some extent, like the 
capitalists in other lines, pack up and 
get out of town to look for greener pas- 
tures. They have millions of dollars in- 
vestment literally staked to the ground in 
their local communities. 

Can the utilities do anything to avert 
these devastating blights of local econ- 
omy caused by the priority system? The 
Washington weekly letter devoted to 
public utilities, PUR Executive Informa- 
tion Service, stated early last September: 


Utility officials and employees have al- 
ready been mentioned as likely scouts to aid 
the government in digging up unused ma- 
chinery and plant facilities which might be 
employed for defense. The increasingly des- 


ill 


perate plight of some small industrial con- 
cerns which will have to shut down because 
of shortages of materials for civilian use 
suggests the possibility of further utility co- 
operation. Where these industrial concerns 
can be guided by utility suggestions toward 
finding a place in the defense program, im- 
proved customer relations should result. 


Public utility companies, especially 
electric utilities, have means at their dis- 
posal for knowing something of the 
whereabouts and characteristics of small 
businesses attached to their lines. The 
type of service required by such small 
manufacturers, plus reports of meter 
readers, inspectors, and other utility em- 
ployees, can be used to fill in a surface 
picture of idle or about-to-be-idle capac- 
ity of various kinds in a given commun- 
ity. 
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om months ago a small manufactur- 
ing concern engaged in a purely civil- 
ian type of manufacture gave notice to 
its electric utility company that it would 
have to curtail service. A wide awake 
official of the electric utility company 
smelled trouble ahead and concluded that 
this partial curtailment of the customer’s 
service demand would be only the first 
step in the eventual closing down of the 
plant which employed, in all, about two 
hundred workers. The utility official 
asked the owner if he could have permis- 
sion to send the company’s engineer 
around to look over the facilities—a per- 
mission which was gladly granted. 

The result was that the engineer was 
in this case able to make some specific 
suggestions for changing over the plant 
to defense production. The utility 
further helped the case along by using a 
Washington contact to aid the plant 
owner in landing a government contract. 
Now everybody is happy: The plant 
owner because he is going to stay in busi- 
ness; the utility because it continues to 
have a grateful customer connected to 
its line ; and most important of all Uncle 
Sam has secured badly needed produc- 
tion capacity which might otherwise 
have gone to waste or found its way into 
less productive channels. 

Obviously, neither the location of the 
utility company nor the manufacturer in- 
volved in this incident can be mentioned. 
But the New York Journal of Commerce 
on December 23rd published an interest- 
ing account of similar industrial conver- 
sions which had taken place without the 
good offices of a public utility clearing 


house. The public utility interest is to 
keep its customers in business, if possi- 
ble. If it can function as a sort of local, 
informal, and voluntary WPA for war- 
orphan industries, its public relations and 
customer relations should flourish. The 
Journal of Commerce article stated: 


Under the pressure of obtaining war work 
or going out of business, small manufactur. 
ers are putting equipment to work on war 
tasks which few thought were within their 
scope. A Massachusetts shoe manufacturer 
found his spindles could be put to work on 
torpedoes. A football maker turned to gas 
masks, a jewelry manufacturer to electric 
Signal Corps meters, and a maker of bamboo 
poles to Army ski poles. 

Minor adjustments in equipment were re- 
quired to make these change-overs and these 
were supplied by OPM engineers. During the 
last several weeks a special defense clinic 
train bearing such engineers, along with an 
exhibit of needed war equipment and parts, 
visited thirty cities and revealed to many 
small manufacturers that they could play an 
important role in war production. 

This clinic on wheels has now ended its 
run and motorcade clinics will take its place 
some months hence. The job of fitting the 
small manufacturer into the war production 
picture goes on, however, in the regional con- 
tract distribution offices. 


Boston Venetian blind maker is 
A now making folding tables and 
Army tent equipment. New England 
silverware manufacturers have con- 
verted to flat work and stampings. These 
are just a few samples of ingenious con- 
versions that are taking place under the 
auspices of the defense program. If the 
utilities can help them to take place, so 
much the better for the utilities and 
everybody else. 





How Much Does 


HE role of commercial advertising 

in public utility operations has long 
been a controversial one. Because public 
utility companies have territorial monop- 
olies—in most cases at least—paid ad- 
vertisements must necessarily place more 
stress on good will and educational fea- 
tures than the average commercial copy 
of competitive business. Of course, dur- 
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ing the peace time there was still quite a 
field for promotional copy too, in the in- 
terest of increasing per customer con- 
sumption. 

But the problem of deciding which ad- 
vertising expense should be charged 
against the ratepayer and which should 
be taken out of corporate surplus con- 
tinues to engage the attention of regula- 
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“WE WILL HAVE ONE HAND OF SHOWDOWN TO SEE WHO SELLS THE 


NEXT SIX VACUUM CLEANERS DELIVERED TO THE COMPANY” 


tory authorities. Then there is the 
broader question, posed chiefly by the 
radical elements, as to whether advertis- 
ing pays at all. Advertising has been pic- 
tured in these quarters as a veritable 
parasite, adding to the expense of the 
ultimate consumer and contributing only 
to his befuddlement by creating a confus- 
ing array of brand names claiming in- 
substantial and even mythical virtues. 
The defenders of advertising, on the 
other hand, point with good reason to the 
constantly increasing quality and lower 
prices of well-advertised units such as 
automobiles, radios, and so forth. Adver- 
tising, they say, does more than pay its 
way. It pays for research and improve- 
ment. It enables the public to prefer the 
efficient and capable operator over his in- 
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efficient or slipshod competitor, and so 
forth. 


rr terms of utility advertising, there is 
undoubtedly similar proof that ad- 
vertising thus pays its way; that utility 
service is better and cheaper because of 
it; and that the standards of public living 
have been improved by the installation of 
discriminating public appetites for more, 
better, and varied appliances for using 
utility service. 

But how much does advertising pay? 
What are the standards by which one 
type of advertising can be compared with 
another type with respect to public bene- 
fit as well as private gain? In an address 
before the American Marketing Associa- 
tion in Boston on December 29th, Pro- 


JAN. 15, 1942 














fessor Neil H. Borden of Harvard Uni- 
versity gave a summary of findings upon 
the economic effects of advertising as de- 
termined in an exhaustive factual study 
made at the Harvard Graduate School of 
Business Administration under a grant 
from Mrs. Alfred W. Erickson of New 
York. This study, which has been four 
and one-half years in preparation, is 
based upon thousands of case histories, 
hundreds of interviews with business ex- 
ecutives, thousands of pages of records, 
and a substantial number of industry 
studies. The address coincided with the 
publication of a 1,000-page report by 
Professor Borden on the $2,000,000,000 
advertising industry. 

This factual investigation of unprece- 
dented scope shows that advertising en- 
tails certain economic dangers, but con- 
cludes that it has been an essential in- 
gredient in expanding the material wel- 
fare of the country. By contributing to 
the maintenance of a dynamic, growing 
economy, it has helped to raise the level 
of real income. The study shows that in 
some instances advertising has increased 
the costs and the prices of merchandise, 
but for most products price competition 
has served to hold advertising costs at 
relatively low points. In turn, advertis- 
ing and aggressive selling have helped 
to bring a tremendous expansion of new 
and improved products upon which tech- 
nological development and increasing in- 
vestment have depended. Therefrom has 
come a growth in material welfare far in 
excess of the costs entailed. In his re- 
port of findings Professor Borden said: 

The evidence shows that advertising use 
is accompanied by certain dangers, particu- 
larly those attending the tendency of busi- 
nessmen to compete in advertising and thus 
to bring into price a large amount of selling 
costs, but on the other side of the ledger 
are important offsetting contributions. 

Advertising’s outstanding contribution to 

consumer welfare comes from its part in 
promoting a dynamic, expanding economy. 
Advertising’s chief task from a social stand- 
point is that of encouraging the development 
of new products. It offers a means whereby 
the enterpriser may hope to build a profit- 
able demand for his new and differentiated 
merchandise which will justify investment. 
From growing investment has come the in- 
creasing flow of income which has raised 
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man’s material welfare to a level unknown 
in previous centuries. 


ee Borden divided his investi- 
gation of the effects of advertising 
into seven sections and sought definite 
answers in each so far as available evi- 
dence would permit. These sections are: 


(1) The effectiveness of advertising 
as a profit tool for businessmen. 

(2) The effect of advertising on the 
demand for products and services. 

(3) The effect of advertising on the 
costs of products and services. 

(4) The relationship of advertising 
to prices and pricing practices. 

(5) The effect of advertising on the 
range and quality of products available 
and on consumer choice. 

(6) The effect of advertising on in- 
vestment and national income. 

(7) The ethical aspects of adver- 
tising. 


An advisory committee, consisting of 
Professors T. H. Brown, E. P. Learned, 
H. T. Lewis, M. P. McNair, and H. R. 
Tosdal, of Harvard, in a statement re- 
garding the significance of Professor 
Borden’s study, summarized certain 
suggestions coming from the report 
which are applicable to both supporters 
and critics of advertising : 


Apart from the present emergency of na- 
tional defense the problem of both business 
and government is how to keep the economic 
machine functioning, and from a practical 
standpoint that means functioning within the 
general structure of the private enterprise 
system. Very few people in business, in gov- 
ernment, or in the community at large desire 
to see drastic social changes. But if such 
changes are to be avoided and if the eco- 
nomic machine is to be made to function 
effectively, it is necessary that businessmen, 
instead of being blindly antagonistic to all 
criticism, should become more acutely aware 
of the social consequences of their business 
acts and should seek to understand such 
criticisms of existing business practices as 
those which are dealt with in this study of 
advertising. 

This study shows that advertising proper- 
ly carried out contributes to the maintenance 
of a dynamic economy and helps to raise 
the level of real income. The functioning of 
advertising along these lines, however, can 
be substantially improved if businessmen 
will study their problems more carefully and 


WHAT OTHERS THINK 


make better use of price strategy. The exist- 
ing economic machine can also be made to 
run more smoothly if businessmen will be- 
have more boldly and fearlessly in pushing 
pioneering ventures and in keeping the door 
open to new types of enterprise. Efforts to 
choke off the entry of new enterprises, 
whether by means of patents, tying agree- 
ments, enormous advertising expenditures, 
or restrictive price-control measures, such 
as price maintenance laws and not-selling- 
below-cost laws, will lead to the eventual 
disruption of the private enterprise system. 

Businessmen can help consumers by pro- 
viding more product information. It is short- 
sighted of businessmen to oppose the devel- 
opment of a strong consumer movement. 
Under a free enterprise system consumers 
have fully as much right to organize as does 
labor. Furthermore, the consumer movement 
is one of the corrective forces which keeps 
the economic machine in proper balance. 

Advertisers are in some danger of not pay- 
ing sufficient attention to public sentiment. 
The practitioners of advertising have de- 
veloped some interesting research techniques 
to find out what people like in advertise- 
ments and to find out what they like about 
products. It might be wise to use such types 
of opinion survey to keep in closer touch 
with evolving ethical standards by finding 
out what the public really thinks about many 
contemporary practices in advertising. There 
is a need to get at the facts instead of reply- 
ing to criticisms by means of emotional state- 
ments based on half truths, because such re- 
plies serve only to encourage further emo- 
tional statements based on partial truths by 
the other side. 

The same admonition may be addressed to 


the critics of advertising. They are urged to 
examine the facts collected in this study, 
because an effort has been made impartially 
to appraise advertising and aggressive sell- 
ing practices. The economists are urged to 
understand the organic functions of adver- 
tising in a dynamic economy. If this view of 
the function of advertising in a system of 
private enterprise is sound, advertising has a 
permanent place in modern life; and both 
the critics and the practitioners must work 
together to make advertising and aggressive 
selling serve even more effectively than in 
the past in the interests of the whole of 
society. 


HE investigation, first proposed to 

the Harvard Business School by the 
Advertising Research Foundation, was 
financed by a gift from Mrs, Alfred W. 
Erickson, of New York, as a memorial 
to her husband. Additional funds to 
complete the study were supplied from 
school research funds. In the conduct of 
the study and in the publication of find- 
ings, the Harvard Business School was 
an entirely free agent. In the prepara- 
tion of the study, Professor Borden di- 
rected the staff which collected the fac- 
tual material and was assisted by the ad- 
visory committee previously mentioned. 


REPORT OF FINDINGS ON CosT AND VALUE OF 
ADVERTISING. By Neil H. Borden. Published 

by Richard D. Irwin, Inc., Chicago, Ill. Pp. 
000. 





aia, matter how tragic were the means by which it came 
about, the miracle of American unity achieved by the 
rulers of Japan is a precious possession. We owe it to ourselves 
not to abuse and destroy that unity by trying to force each other 
into agreement in the sacred name of unity. There is danger of 
that on every side. Employers should not be coerced by labor 
in the name of unity; nor should labor be denied legitimate de- 
mands in the name of unity. England saved freedom of speech 
in the face of war and invasion. We can do likewise in the face 


of war and attack.” 


—Raymonp MOoLtey, 


Contributing editor, Newsweek. 
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OPM Industry Set-up Changed 


HE Office of Production Management last 

month carried out organization changes 
under which the industry branches of the gov- 
ernment agency charged with responsibility 
for converting civilian facilities to war-time 
purposes henceforth will report directly to 
William S. Knudsen, OPM Director General, 
and Associate Director General Sidney Hill- 
man. 

According to officials, the change should 
speed up war production, quicken the conver- 
sion of civilian industry to war output, and 
widen the participation of management and 
labor along every step of the way. On the 
latter point, orders went out last month to all 
industry branch chiefs to draw more exten- 
sively upon the experience and active service 
of labor and management committees in meet- 
ing such problems as the maximum war use 
of the equipment and man power of every 
shop and factory, the spreading of war orders, 
the orderly transfer and retaining of workers 
for war jobs, the conversion of strategic war 
materials, as well as on many other questions. 

The formal order, known as Administrative 
Order 37, was sent to all officers of OPM. It 
read in part as follows: 

“The industrial branches now reporting to 
the Division of Civilian Supply (headed by 
Leon Henderson) and the Purchases Division 
(of which Douglas C. MacKeachie is chief) 
will report directly to the director general and 
associate director general. The duties and re- 
sponsibilities of all other services and divisions 
of OPM remain unchanged and no other 
changes are made in the Civilian Supply Divi- 
sion or Purchases Division.” 

The order stated that the changes were in- 
tended to “facilitate mobilization of the na- 
tion’s industrial resources.” 


Transport Codrdinator Named 


RESIDENT Roosevelt announced last month 

that he was establishing an Office of De- 
fense Transportation which would codrdinate 
all transportation policies and activities, and 
estimate the requirements which will be made 
upon domestic facilities by the war. 

Joseph B. Eastman, chairman of the Inter- 
state Commerce Commission, was named as 
director of the new agency. The President 
asked the ICC to grant Mr. Eastman a leave 
of absence for that purpose. 


The March of 
Events 


In the new agency there will be a division of 
railway transport, a division of motor trans- 
port, a division of inland waterway transport, 
and a division of coastwise and intercoastal 
transport. 

The President’s special Board of Investiga- 
tion and Research last month called on govern- 
mental, shipper, carrier, and trade organiza- 
tions for “codperation and suggestions” in its 
investigation of the nation’s transportation fa- 
cilities. 

The board, created by the 1940 Transporta- 
tion Act, is investigating the relative economy 
and fitness of carriers by rail, highway, and 
water; the methods by which each should be 
developed for commerce, the postal service, 
and the national defense and other things. 

Reporting that it already had received 
“valuable suggestions,” the board said others 
would be “greatly appreciated and will receive 
our most careful consideration.” It specifically 
asked for suggestions on the following: 

The adequacy of rail, motor, and water 
transportation facilities for present traffic re- 
quirements for war and civilian needs, and for 
requirements in 1942. 

The ways in which the utilization of exist- 
ing rail, highway, and water transportation 
facilities can be improved by (a) carrier, (b) 
shippers, (c) governmental actions. 

The standards to be followed in determining 
the relative economy and fitness of carriers. 

The types of service for which rail, high- 
way, and water carriers are especially fitted 
and unfitted and means of adjusting the va- 
rious types of services for which they are best 
suited. ' 

The extent to which coérdination of carrier 
services is desirable in the public interest and 
the methods by which it can be achieved. 

The extent to which competition among 
types of carriers and among carriers of each 
type should be relied upon to provide an ade- 
quate national transportation system. 


Power Needs Met 


T HE electric power and light industry of the 
United States in the year 1941 successfully 
met in every section of the country, except 
for a few weeks in the Southeast, the great 
increase in demands for power arising out of 
the national defense and war effort, Charles 
W. Kellogg, president of the Edison Electric 
Institute, reported last month. 

Outlining the industry’s position with re- 


JAN. 15, 1942 116 





tions t 
totaled 
the in 
capaci 
in exc 


THE MARCH OF EVENTS 


gect to the rearmament and war program, 
Mr. Kellogg, who until the latter part of June 
was chief of the power division of the Office 
of Production Management, disclosed, how- 
wer, that actual installations of generating 
capacity in 1941 had fallen 600,000 kilowatts 
behind projected schedules. He said this lag 
was due to shortages of materials, to other 
demands for defense on manufacturers of 
turbines, and to labor difficulties. 

The increase in peak-load demands on the 
nation’s power plants was 3,250,000 kilowatts in 
1941, Mr. Kellogg reported, while net addi- 
tions to the generating capacity of these plants 
totaled 2,712,000 kilowatts, or 538,000 less than 
the increase in peak loads. Installed power 
capacity for the year was 9,600,000 kilowatts 
in excess of the sum of individual peak loads, 
compared with a “reserve” margin of 10,150,- 
000 kilowatts in 1940. There are 3,655,000 kilo- 
watts of new generating capacity scheduled for 
installation in 1942, the institute head reported. 

“The principal need for additional generat- 
ing capacity,” according to Mr. Kellogg, “ap- 
pears to be for increased production of alumi- 
num, magnesium, and the products of the elec- 
tric furnace. According to present defense 
production programs, it is expected that these 
items will require in 1942 and 1943 an addi- 
tional 2,000,000 kilowatts of generating capac- 
ity. The present construction schedule calling 
for 6,400,000 kilowatts of new generating 
capacity in 1942 and 1943 should cover these 
requirements.” 

At the same time the Office for Emergency 
Management disclosed that electric power ra- 
tioning and pooling is scheduled for the South- 
east, Southwest, Pacific coast, and part of the 
Middle West during the next two years. War 
demands are expected to cause a serious short- 
age in all defense industry areas, unless ab- 
— rainfall relieves the situation, it was 
said. 

The country’s power-producing facilities 
must be increased by more than 7,000,000 kilo- 
watts before 1943, OEM said. Civ'lian con- 
sumption must be curtailed to provide for war 
industry needs in excess of the increase in 
generating capacity. 

The extensive power rationing and pooling 
instituted in the Southeast last summer and 
fall probably will be repeated there and also 
in such important industrial areas as St. Louis 
and Buffalo. and in Texas, Arkansas, and 
Louisiana where new magnesium, aluminum, 
and explosives plants are being built. 

OEM said street lights and commercial 
signs would be blacked out, and civilians will 
- expected to reduce use of electricity sharp- 


One of the most important industrial areas 
is the Tennessee valley. The Tennessee Valley 
Authoritv is scheduled to increase its canacity 
159.000 kilowatts in 1941, 437,000 in 1942, and 
149,000 in 1943. 

Similar expansions have been planned for 
the industrial East and Middle West, with 
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Public Service of New Jersey scheduling 50,- 
000 kilowatts additional in 1942 and 150,000 the 
following year. Philadelphia Electric is to 
reach 259,000 kilowatts in 1943; Detroit Edi- 
son, 75,000 in each of the three years; Ameri- 
can Gas & Electric, 360,000 in 1942; and Com- 
monwealth Edison of Chicago, 377,000 in the 
3-year period. 

OEM warned that even this expansion “is 
not big enough” and “all sorts of devices will 
have to be resorted to” in order to keep the 
armament industry going full blast. 


Rails Speed Safeguards 


REPARATIONS for protecting railroad proper- 

ties from air-raid damage along the vast 
stretch of the Pacific coast from British 
Columbia to lower California were recently re- 
ported being rushed by the rail industry in co- 
Operation with the War Department. A special 
committee of industry officials has been created 
to codperate with Army representatives in 
formulating plans for blacking out rail 
terminals and yards in the event of air-raid 
alarms and for other special precautions 
against damage. 

After the blackout plan has been worked 
out, it will be tested under simulated air-raid 
conditions while Army planes observe. Rail- 
way signal lights along rights of way probably 
will be hooded to make them invisible from the 
air but still effective for train control, while 
moving trains may be blacked out completely 
or partially. 

Yards and terminals presented the greatest 
problem because complete blackouts in them 
would make operations practically impossible. 
There was no thought that train movements 
would be stopped during air raids. 


Daylight Saving Time Sought 


oe Downey, Democrat of California, 
introduced a resolution on December 22nd 
to grant President Roosevelt authority to es- 
tablish daylight saving time whenever or 
wherever he deems it advisable in the interests 
of defense. 

Downey told the Senate such action on the 
Pacific coast, for example, would save petro- 
leum and coal and cut accident rates. 


Stand-in for Krug Named 


O. WESSENAUER, acting TVA power 
emanager, has been appointed assistant 
power manager, Gordon R. Clapp, TVA gen- 
eral manager, announced recently. Wessenauer 
will continue his duties as acting manager 
until the return of J. A. Krug, on leave with 
the OPM, Clapp said. Wessenauer took over 
his new post January Ist. 

In this capacity Wessenauer will codrdinate 
and direct all work of the TVA power depart- 
ments, the staff of the office of manager of 
power, and division managers of the power 
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departments. He has been with the TVA since 
1935, and has assisted the power manager in 
planning and carrying out the TVA program 
since September, 1937. Prior to his joining 
the TVA, he had seven years’ experience with 
various power companies. He was graduated 
from Carnegie Institute of Technology. 


Bonneville Guard Increased 


DMINISTRATOR Paul J. Raver on December 

15th said he had ordered further substan- 

tial increases in the guard force of the Bonne- 

ville Power Administration as a precaution 

against possible sabotage to administration 

transmission and substation facilities in the 
Pacific Northwest. 

“Effective immediately the guard service of 
the Bonneville Power Administration will be 
increased sharply to provide completely ade- 
quate protection to the power supply of the 
Pacific Northwest during the war emergency,” 
Raver said. “Protection of the power system 
is being carried out through the codperation 
of Bonneville’s regular protection unit, under 
Captain John Turrish, and other agencies of 
the Federal government.” 


Utility Safety Meeting 


HE executive committee of the public utili- 

ties section of the National Safety Coun- 
cil, under the chairmanship of P. L. G. Hass- 
karl of the Pennsylvania Power & Light Com- 
pany, Allentown, Pennsylvania, held its late 
fall meeting at the Pennsylvania hotel, New 
York city, on December 8th and 9th. The 
committee took cognizance of the alarming 
increase in both industrial and traffic accidents. 
It pledged its active support to the Emergency 
Safety Campaign which was organized follow- 
ing the President’s proclamation of August 18, 
1941, in which he called on the National Safety 
Council to mobilize its nation-wide resources 
in a campaign against accidents. 

It was reported that many utilities are ex- 
periencing an increase in the number of acci- 
dents. Even though most utilities were among 
the early pioneers in the organized safety 
movement, they have not escaped the present 
upward trend of accidents. Serious considera- 
tion was given to the building of an effective 
program for the next National Safety Con- 
a to be held in Chicago during October, 


Power Turbines Ordered 


HREE turbines, each of 150,000 horsepower 

capacity, were recently ordered by Secre- 
tary of Interior Ickes for installation at the 
Grand Coulee dam power house as a part of 
a drive for power for the war effort. These 
three turbines are numbers 7, 8, and 9 for the 
Grand Coulee dam. The Newport News Ship- 
building & Drydock Company will supply them 
on its bid of $1,900,000. They will be com- 
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pleted in five hundred to five hundred and 
ninety days. 

At the same time, Secretary Ickes awarded 
the contract for the manufacture of three 
governors to the Woodward Governor Com. 
pany at Rockford, Illinois, on its bid of $87,. 
550. Mr. Ickes also awarded a contract for 
clearing brush and timber from additional sec- 
tions of the Shasta reservoir site on the Central 
Valley project in California. 


Labor and Industry Agree 


Prswent Roosevelt’s labor-industry confer- 
ence agreed recently on a 3-point program 
for uninterrupted production for the duration 
of the war. The plan, proposed by Associate 
Moderator Senator Elbert B. Thomas, Demo- 
crat of Utah, is: 

i. There shall be no strikes or lockouts. 

2. All disputes shall be settled by peaceful 
means. 

3. The President shall set up a proper wai 
labor board to handle the disputes. 

Mr. Roosevelt, in a letter to the conferees, 
congratulated them on their “great contribu- 
tion” to labor peace. He accepted the agree- 
ment without reservation. Moderator William 
H. Davis read the letter to the conference after 
having talked with the President. The con- 
ference adjourned without taking any further 
action. 


Moves to Buy Generating Units 


oe a drive to utilize every available piece of 
electric power-producing machinery for ex- 
panding production during the next two years, 
the government’s Defense Plant Corporation 
recently bid for huge generating and boiler 
equipment owned by the Consolidated Edison 
Company of New York and the Detroit Edi- 
son Company. The equipment would be made 
part of the power facilities to serve the Free- 
port, Texas, magnesium plant being built by 
the Defense Corporation and operated by Dow 
Chemical Company. 

Meanwhile, plans for expanding electric 
power capacity by more than 5,000.000 kilo- 
watts in the next two years were being com- 
pleted to meet the enormous war demands for 
aluminum, magnesium, high-speed steel, cop- 
per and zinc refining, and other materials. 

It was estimated by the Office of Production 
Management that for the period from January 
1, 1940, to December 31, 1943, more than 7,- 
000,000 kilowatts of electric power capacity 
will be installed. At the end of 1940 the coun- 
try’s power capacity was roughly 50,000.000 
kilowatts. New capacity at the end of 1941 
was estimated at 2,180,000 kilowatts; an ad- 
ditional 8,096,000 kilowatts by the end of 1942; 
and an increase of 1,834,000 kilowatts for 1943. 
Already the 1944 plans call for 535,000 kilo- 
watts additional, but this will be substantially 
increased as plans are completed, officials be- 
lieve. ; 
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Form War Policy 


HE Aluminum Company of America and 

the Tennessee Valley Authority recently 
announced adaptations of working policy to 
meet all-out production schedules keyed to a 
nation at war. The Aluminum Company, 
through notices posted in the plants, announced 
a liberalized program for 1942 vacations for 
hourly rated employees but intimated that be- 
cause of the vital need for aluminum em- 
ployees may be asked to take their vacations 
in extra pay while continuing at their jobs. 
The new program will cost the company more 
than $1,500,000 in additional pay. 

The TVA, through General Manager Gor- 
don R. Clapp, said seven huge dams now under 
construction by the TVA are being rushed to 
meet defense power needs on a 6-day schedule 
with the seventh day devoted to necessary 
maintenance and repair work on the equip- 
ment, 

The TVA announcement stated that timber 
clearing in its reservoirs and construction of 
power lines and substations for defense pur- 
poses are on a 6-day week basis. Chemical 
manufacture and power operations proceed 
continuously seven days a week. 

The emergency schedules have been worked 
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out with the codperation of the Tennessee Val- 
ley Trades and Labor Council and apply to 
about 20,000 employees. 


Two TVA Divisions Organized 


MPLOYEES in two divisions of the Tennessee 
Valley Authority organized recently in 
order to have representatives other than AFL 
or CIO unions on the TVA Council of Annual 
Employees, independent bargaining agent for 
annual employees. 

The new groups include the Association of 
Regional Studies Employees, A. S. Ware, 
president; and the TVA Finance Department 
Employees Association, J. Quinn Taylor, presi- 
dent. Efforts to obtain a similar organization 
among office service employees were understood 
to be in progress. 

The organizational activity which had been 
carried on during the past was in the face of 
efforts of the American Federation of Gov- 
ernment Employees Union (AFL) to obtain 
bargaining rights for the several thousand 
TVA annual employees. However, the lead- 
ers of the departmental association declared 
their groups are “not actively antiunion but 
feel rather that aims can be accomplished 
without union affiliation.” 


Arkansas 


REA Units Ask Permit 


| bee were drawn on December 26th in what 
may become an intense fight by public and 
private electric utilities for supremacy in 
Arkansas. The Ark-La Electric Codperative, 
Inc., and the Kamo Electric Codperative, Inc., 
financed by the Rural Electrification Admin- 
istration, filed applications with the state utili- 
ties commission for authority to launch pro- 
grams of public power development in Ar- 
kansas. 

The codperatives propose to utilize power 
production at Norfork dam under construction 
in Baxter county, the Grand River dam, re- 
cently completed in Oklahoma, and a new 
steam-generating plant to be built at Camden. 

If a permit is granted, the codperatives will 
first build a 185-mile transmission line to feed 
32,500 kilowatts of interim power to the pro- 
posed big aluminum plant on Lake Catherine 
near Malvern. 

The REA units propose to serve member 
rural codperatives and later to offer service to 
defense plants and new private industries. Sur- 
plus power generated at the Camden steam 
plant would, under authority of President 
Roosevelt, be made available to the codpera- 
tives before it would be offered to private 
companies. 

A contract to supply 65,000 kilowatts of in- 
terim power to the $33,000,000 aluminum plant 
to be built on Lake Catherine was signed by 
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the Arkansas Power & Light Company with 
the Defense Plant Corporation last month. 
Companies in Arkansas, Louisiana, Texas, and 
Oklahoma will establish a pool using reserves 
of each of the companies to provide the in- 
terim power for the aluminum plant. 


To Rush Sour Gas Plant 


| 8 smite of the Arkansas Power & Light 
Company decided at a special meeting at 
Pine Bluff on December 22nd to redouble ef- 
forts to complete a $3,000,000 steam-operated 
electric generating station in the sour gas fields 
of south Arkansas, C. H. Moses,. president, 
announced, 

“Machinery and other equipment for the 
plant has been ordered since last March, and 
every effort will be made toward completing 
the plant at the earliest possible date,” Mr. 
Moses said. Application has been filed for a 
priority rating on the generating station as a 
complete unit. 

Directors approved a contract signed by Mr. 
Moses in Washington last month, under which 
the power company would supply 65,000 kilo- 
watts of interim power for the aluminum 
plant near Magnet Cove. The company offered 
to supply the 100,000-kilowatt requirements, 
but a contract was awarded to the Ark-La 
Electric Codperative to supply 32,500 kilo- 
watts. 

Interim power will be supplied for a short 
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time after the aluminum plant is completed 
and before its own electric-generating station 
can be constructed. 

The Ark-La Electric Codperative will im- 
port its power from the Grand River dam in 
Oklahoma. 


The Southwest power pool, which the Arka. 
sas Company worked out to offer the 100,000. 
kilowatt total requirement for the aluminum 
plant was arranged, Mr. Moses said, and 
wouid utilize power resources that otherwise 
could not be used. 


California 


New Gas Lines 


FFICIALS of the Pacific Gas and Electric 

Company at Fresno last month disclosed 
plans for laying new pipe lines to Fresno to 
bring natural gas from the fields recently dis- 
covered near Helm and Raisin City, both in 
Fresno county. 

The gas from those districts will be used 
to supplement the supply which will be brought 
from the Raisin City district upon completion 
of a $225,000 line which will terminate near 
Kearney park, 11 miles west of Fresno. The 
13-mile-long line is nearing completion. 


FPC Asked to Determine 
Charges 


a Southern California Edison Company 
last month asked the Federal Power Com- 
mission to determine an equitable proportion 
of annual charges due from the Pacific Gas 
and Electric Company. The money is to pay 
the Edison Company for annual charges for 
interest, maintenance, and depreciation on its 
storage reservoirs and improvements on the 
San Joaquin river. 

The California Railroad Commission issued 
an interim order on the general investigation 
of utility material and supply situation to the 
effect that no extensions outside the present 
service areas be made without the commis- 
sion’s approval. 

Utilities may amend the rules for extensions 


in the following order: defense work, where 
no line extension is needed, where there is 4 
line extension lease, and in free footage 
areas. 

Material supplies are unequal among the 
various companies and the order is to protect 
the situation until a more definite arrangement 
is made. Gas, electric, telephone and water 
companies are affected by the order. 


Water Supply Assured 


Be H. Weekes, superintendent of the 
Fresno Municipal Water Department, dis- 
closed recently that the water system is pre- 
pared for emergencies and is protected against 
saboteurs chiefly through a planned course of 
construction which permits operation of much 
of the system independently of individual units. 

Should one or more of the 32 pumping 
plants be put out of commission, they could be 
by-passed and the city’s water supplies main- 
tained from the others while repairs were 
made on those out of service. 

Weekes said a normal supply of 2,000,000 
gallons of water was in the mains and this 
was supplemented by two large overhead stor- 
age tanks which hold 1,880,000 gallons. His 
announcement was made in connection with 
the receipt of a questionnaire from the Cali- 
fornia Railroad Commission designed to pro- 
vide the basis for protection of water systems 
during the national emergency. He said all 
employees of the water department have been 
carefully trained to meet emergencies. 


Connecticut 


Blackout Control 


Me Spellacy was recently advised that 
the Hartford Electric Light Company 
had acknowledged Chief Air Raid Warden 
Charles A. Welch as the person authorized to 
order street lights extinguished whenever a 
blackout is decided upon. 

The Electric Light Company also has re- 
ceived authority from officials of East Hart- 
ford, West Hartford, and Windsor to “de- 
énergize” street lighting in those communities 
whenever a blackout is authorized in Hart- 
ford. A Hartford blackout would be useless, 
it has been pointed out, unless lights are also 
extinguished in surrounding towns. 
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Gas Rate Increased 


yy increase of 2 cents per thousand cubic 


feet in the price of illuminating gas in 
the territory served by the Hartford Gas Com- 
pany was announced with the December bills, 
as the company made operative its fuel ad- 
justment clause. The company announced that 
its fuel costs have risen to $6.10 per gross ton, 
50 cents over the $5.60 base. The fuel adjust- 
ment clause calls for an increase of one cent 
for each 25-cent increase in fuel cost above 
the $5.60 base. 
In an announcement to customers, the com- 
pany asserted that fuel costs had been above 
the base all year. 
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Battleship Gray Tops for Busses 


URTHER steps toward the adaptation of the 
District of Columbia to blackout conditions 
were begun last month when officials of the 
Capital Transit Company disclosed that at the 


¥ 


THE MARCH OF EVENTS 


District of Columbia 


request of the War Department they would 
paint the tops of their busses a kind of battle- 
ship gray. Hitherto these have been silver. 

Street cars, it was explained, would remain 
as they have been, inasmuch as their tops are 
adjudged already sufficiently dark. 


Indiana 


Strike Threat Settled 


T=. of a strike at a 35,000-kilowatt 
power plant producing current for war 
purposes was over on December 24th as the 
result of an agreement between two unions 
involved in a jurisdictional dispute at the Ed- 
wardsport generating unit of the Public Serv- 
ice Company of Indiana, Inc. 

Judge Ralph A. Seal approved the com- 
promise in Knox Circuit Court on December 
23rd and dissolved a temporary order that had 
restrained the company from firing employees 
delinquent in dues to Local 89 of the Inter- 
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national Brotherhood of Electrical Workers 
(AFL). 

The IBEW agreed to reinstate nine mem- 
bers if they paid back dues and reinstatement 
fees and not to bring charges against rebels 
in its membership, and Local 192 of the Utility 
Workers’ Organizing Committee (CIO) 
agreed to refrain from dual-union organization 
during the life of an IBEW-company contract 
up next April 30th. 

The plant supplies power to southwestern 
Indiana soft coal mines and, through a rural 
electric codperative, to the Burns City naval 
ammunition depot. 


Kentucky 


Restraining Order Denied 


MOTION for a temporary restraining order 
A prohibiting the Louisville Gas & Electric 
Company from discharging members of the 
Brotherhood of Electrical Workers Local 
B993 for not joining an independent union was 


overruled on December 24th by Circuit Judge 
Gilbert Burnett. 

Herman Cohen, attorney for the AFL affil- 
iate, said he would file a motion for a tem- 
porary injunction, which Judge Burnett indi- 
cated he would overrule, and take the case to 
the court of appeals. 


Massachusetts 


Utilities Plan Merger 


HE Federal Power Commission on Decem- 
ber 20th announced it had received a joint 
application from Western Massachusetts Elec- 
tric Company, Turners Falls Power & Elec- 
tric Company, United Electric Light Company, 
and P'ttsfield Electric Company, all operating 
electric utilities in Massachusetts, for ap- 
proval of proposed merger of their facilities. 
Western Massachusetts Electric Company 


as the surviving company, the commission said, 
proposed to acquire all the assets and property 
of each of the other three. It would assume 
all their obligations and issue to the stock- 
holders of each of the three companies stock 
of the Western Massachusetts Company hav- 
ing an aggregate par value equal to the stock 
of the companies to be replaced. 

The application said that the consolidated 
company would be stronger and better able to 
serve the customers, at no increase in rates. 


ie 
Michigan 


State Power Ample 


Ve defense industries, located in Mich- 
igan, will suffer no shortage of electric 
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power, even though present production sched- 
ules are appreciably increased, it became evi- 
dent recently. 

Fears expressed by the Office for Emer- 
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gency Management that such a power shortage 
would develop in strategic defense areas of the 
Southeast, Southwest, Pacific coast, and part 
of the Middle West during 1942 and 1943 were 
held baseless for Michigan by officials of the 
Consumers Power Company and Detroit Edi- 
son Company. The two corporations produce 
approximately 90 per cent of the electrical 
energy used in the state. 

In Detroit, Charles R. Landrigan, assistant 
controller of the Detroit Edison Company, re- 
vealed that the electrical engineer and research 
economist are gifted with almost prophetic vi- 
sion in that the pair had begun to plan for the 
present emergency nearly two years ago. That 
length of time is required for ordering, manu- 
facturing, and installing generating equipment. 


“We have provided amply for future needs 
as forecast by our larger customers,” Landri. 
gan said. “I should say we had a safe margin 
of 30 per cent. Beside that, we are able to rely 
on our interconnections with the Consumers 
Power Company, the Ford Motor Company 
plant, and that of the city of Detroit from 
which we may borrow energy in case of neces. 
sity. Only a stoppage in our coal supply would 
materially affect us and I do not think this wil] 
occur. As we carry a 2-month fuel store on 
hand, a temporary halt in mining or transporta- 
tion would not trouble us.” 

Frank G. Boyce, vice president of the Con- 
sumers Power Company, in charge of produc. 
tion, transm’ssion, and construction, was 
equally optimistic. 


Minnesota 


Natural Gas for All Urged 


ge prone of natural gas to St. Paul “for 
all purposes” was urged recently in a reso- 
lution approved by the St. Paul Building 
Trades Council. Lawrence Peffer, council sec- 
retary, said the council took the position that 
“Sf natural gas is good for some, it’s good for 
all—both for home and industrial users.” 
The Trades and Labor Assembly, AFL 


union central body, had previously voted to op- 
pose a pending amendment to the Northern 
States Power Company’s gas permit which 
would allow the company to supply natural 
gas to industrial users. 

The assembly called on the city council to 
make a survey of the entire natural gas situa- 
tion and to propose rules and regulations cov- 
ering the power company which will be “ade- 
quate to protect” consumers. 


Mississipp1 
allowing the company to charge higher rates 


for the portion of the supply which did not 
come from the field. 


Permitted Use of Pipe-line 
Supply 

Free States District Judge Sidney Mize 

last month ruled that gas from the Jack- 
son field has been insufficient to meet the city’s 
needs since November 6, 1940, and that the 
Mississippi Power & Light Company has 
authority to draw on pipe-line gas supplies to 
make up the deficiency. 

Attorneys at Jackson interpreted the deci- 
sion as ending long litigation between the city 
and the company and validating a ‘“‘com- 
promise” ordinance adopted November 25th, 


* 


Distributes Plant Surplus 


HE city of Tupelo will distribute surplus 

earnings of its municipal electric system 
in national defense savings bonds and stamps, 
the Tennessee Valley Authority announced 
recently. 

The system, first to sell power at TVA rates, 
will disburse $31,000 to 2,500 customers after 
having earned a net income of $35,000 during 
the fiscal year. 


Missouri 


Rules Utility Owes Tax 


HE Union Electric Company of Missouri 

must pay a personal property tax of $602,- 
800 on a $22,000,000 bond bought in 1937 from 
its East Side subsidiary, Union Electric Com- 
pany of Illinois, Comptroller Louis Nolte ruled 
last month, holding there was “no manifest 
error” in the assessment. 


Nolte’s ruling established a precedent which 
may lead to assessment of the same tax for 
the three preceding years, it was said, subject- 
ing the company to payment of a total tax of 
$2,411,200 for the 4-year period. The company, 
however, may appeal to the circuit court from 
the ruling. 

The company appealed to Nolte from an as- 
sessment by the St. Louis Board of Equaliza- 
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tion and a hearing was held last November. 
Union Electric contended the bond was not 
taxable as its personal property because the 
hond was in possession of St. Louis Union 
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Trust Company as trustee and was merely 
security to the Missouri Company for $22,000,- 
000 of the proceeds of an $80,000,000 financing 
program, turned over to the Illinois Company. 


> 





New York 


Gas Users Warned 


of New York city in a joint announce- 
ment issued instructions to the public on 
December 18th on what to do with gas ap- 
pliances when and if New York is actually 
bombed. These companies—the Consolidated 
Edison Company of New York, Brooklyn 
Union Gas Company, Brooklyn Borough Gas 
Company, Kings County Light Company, and 
Westchester Lighting Company—also plan to 
distribute the instructions to customers by 
newspaper advertisements, leaflets, bill enclo- 
sures, and other methods. Employees have 
also been instructed what to tell inquiring cus- 
tomers. 

The announcement concludes with the ad- 


ees gas companies in the metropolitan area 


vice that “gas service and appliances, including 
their pilot lights, should be operated in the 
normal manner until the above precautions 
become necessary.” it started by quoting the 
instructions issued by the Civilian Defense 
Committee of the City of New York: 

“If bombs are falling in your immediate 
vicinity shut off the control cock on the inlet 
to the gas meter. 

“Tf, after the all-clear signal, you do not feel 
confident in turning on the gas supply and re- 
lighting all appliances, obtain the services of a 
plumber or some other qualified help to do so.” 

Special emphasis was given to the following 
statement: 

“Tt is not necessary nor advisable to turn off 
the gas at the meter unless bombs are actually 
falling in your immediate vicinity.” 


y 
Ohio 


Gas Refund 


ouncIL President W. Herbert Dailey an- 
nounced last month that the Ohio Fuel 
Gas Company, serving Columbus, had re- 
quested the council to designate someone to 
participate in the work of refunding $1,400,000 
to gas consumers of the 1925-27 period. He 
said the company would make a formal request 
that the city have a representative present to 
observe the refunding machinery in action. 
First checks were expected to be placed in 
the mail by January 15th, the average refund 
to approximately 70,000 consumers being $20. 
Under terms of the agreement reached by 
the city and company several months ago, 









» 


which was upheld in a decision last month by 
Federal Judge Mell G. Underwood, a total 
of $1,939,000 would be disposed of, $1,400,000 
going to consumers, $439,000 going to the com- 
pany, and $100,000 being set aside for court 
costs and refund expenses. 

After examining the opinion of Federal 
Judge Underwood, City Attorney John L. 
Davies announced that “no appeal will be re- 
quested and the refund can go into effect as 
scheduled.” The opinion of the Federal judge 
held that council had the authority to negotiate 
the settlement of the impounded money case 
without a vote of the people. 

All unclaimed refunds will go into the city 
treasury for use in the general operating fund. 


Pennsylvania 


Gas Plans Mapped 


gree to cope with a possible natural gas 
shortage in the Pittsburgh district were 
mapped last month at a meeting of govern- 
ment, military, and utility representatives. A 
serious scarcity was not expected unless a 
prolonged cold wave sets in, but in view of this 
industrial area’s highly important war produc- 
tion the government is taking no chances. 
Curtailment of gas for civilian needs, pool- 
ing of supplies by utilities, and voluntary sav- 
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ings of gas consumption by householders were 
among measures discussed at the conference 
called by J. A. Krug, chief of the Office of 
Production Management’s power branch at 
Washington. 

Meeting with Mr. Krug in the office of 
Colonel J. L. Guion, chief of the Pittsburgh 
ordnance district, were officials of the Equit- 
able Gas Company, Peoples Natural Gas Com- 
panv, Manufacturers Light & Heat Company, 
T. W. Phillips Gas & Oil Company, and United 
Natural Gas Company. 
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precaution against a protracted cold spell, 


coupled with an abnormal drain on available 


supplies. ; 
_ One of the problems discussed at the meet- 
ing was domestic gas consumption. It is a 
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Previously, gas distributors had warned 
manufacturers to seek substitute fuels as a 
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long-established policy of gas distributors to 
serve households first. Thousands of homes in 
the Pittsburgh district use gas for heating, 

Meanwhile, all producers serving this dis- 
trict reported extensive expansion programs 
designed to increase productive and storage 
facilities. 


South Carolina 


Utility Fees Increased 


ICENSES of telephone, electric, and gas com- 
panies operating in the city of Columbia 
will be increased in 1942. The increase in li- 
censes was provided in the 1942 license ordi- 
nance adopted by the Columbia city council on 
December 24th. It contained minor changes in 
some business but the major changes were 
made in the three types named. 

The largest increase was the license of the 
telephone company which was raised from 
$1,000 in 1941 to $2,500 in 1942. The 1942 ordi- 
nance provides a license of $1,500 for telephone 
companies with receipts of under $15,000, and 
a license of $2,500 for companies doing more 
than $15,000 worth of business a year. The 


Vir 


Employers May Speak Freely 


;* a major interpretation of the Wagner 
Act, the U. S. Supreme Court last month 
ruled that an employer may speak his mind 
freely on labor issues provided his utterances 
are not part of a plan to coerce his workers in 
violation of the act. The 7-to-0 opinion de- 
livered by Justice Murphy asserted that the act 
does not enjoin an employer from expressing 
his “view on labor policies or problems.” 

The court added that the National Labor 
Relations Board, in deciding whether a com- 
pany had interfered with the rights of em- 
ployees, “may look at what the company has 
said as well as what it has done.” 
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telephone company is included in the latter 
classification. 

License of the electric light company was in- 
creased by 100 per cent. In 1941 the electr‘c 
company was required to pay $750 and in 1942 
the license will be $1,500. 

License of the gas company, which in 1941 
— to $500, was increased to $1,000 for 

42. 

Each business firm in the city would be sent 
a copy of an application for business licenses 
and a letter from Councilman Colin S. Mon- 
tieth, Jr., head of the license department. Coun- 
cilman Mont'eth pointed out that the amount 
of license fee is based on actual gross income 
for the preceding year and not on the estimated 
income of the company. 





“In determining whether a course of con- 
duct. amounts to restraint or coercion,” the 
opinion said, “pressure exerted vocally by the 
employer may no more be disregarded than 
pressure exerted in other ways.” 

The opinion was delivered on lit’gation 
growing out of a labor board order directing 
the Virginia Electric & Power Company to 
disestablish a union of company employees. The 
board had held that the independent union was 
company-dominated. Explaining that the 
board’s ruling “seems based heavily upon find- 
ings which are not free from ambiguity and 
doubt,” the court returned the case to the board 
“for a redetermination of the issues in the 
light of this opinion.” 








Wisconsin 


Commission Has No Jurisdiction 
Over Natural Gas 


To state public service commission has no 
jurisdiction over the distribution of nat- 
ural gas, Joseph L. Bednarek, assistant city at- 
torney of Milwaukee, stated on December 24th 
in an opinion requested by Mayor Carl F. 
Zeidler, 


Regulation of natural gas by the state com- 
mission is not expressly provided for in the 
state Utility Act, he added. 

His opinion was made in connection with the 
commission’s award to the Wisconsin Gas 
Transmission Company, giving the firm the 
right to p' pe natural gas into the state. Natural 
fuel is being opposed by organized labor, solid 
fuel interests, and the railroads operating in 
the state. - 
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The Latest 
Utility Rulings 


Earning Power Basis for Reorganization 


HE earning power theory of capi- 
talization for public utility com- 
panies came in for criticism by the Penn- 
sylvania commission when it considered a 
revised plan for reorganization of the 
Pittsburgh Railways system. A previous 
plan had been rejected in 38 PUR(NS) 
434. The commission reaffirmed its opin- 
ion that it is for the Federal courts rather 
than the commission to determine fair- 
ness and feasibility in respect to creditors 
and security holders as distinguished 
from the public who use utility service. 
A capitalization of approximately 
$39,000,000 proposed by the trustees was 
disapproved, the commission holding 
that capitalizable assets did not exceed 
$30,000,000. Counsel for the Securities 
and Exchange Commission contended 
that not more than $10,000,000 of securi- 
ties should be issued, of which not more 
than half should be bonds. This present- 
ed the controversy as to earning power. 
Capitalized earnings at 10 per cent had 
been suggested, but the commission did 
not find support for such a capitalization 
rate. This rate had been selected after a 
study of street railway systems serving 
comparable territory. The commission 
observed that local conditions apart from 
earnings might have influenced market 
prices. Moreover, it was pointed out, 
that in determining average market price 
of a security the mean of the high and the 
low prices had been used without weight- 
ing the average by the number of units 
traded in at each of many prices. Addi- 
tionally, it was said, the purchasers of the 
securities of the other companies had the 
whole wide investment field to choose 
from, whereas the recipients of the se- 
curities of a reorganized company, hav- 
ing no choice, would be content with 
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earnings capitalized at a lower rate. 

Not only was the rate of capitalization 
criticized, but also the earning power 
theory of capitalization itself. Propo- 
nents of the earning power theory had re- 
lied on the decision of the Supreme Court 
in Consolidated Rock Products Co. v. 
DuBois (1941) 61 S Ct 675. The com- 
mission, however, said: 


We do not read the Rock Products deci- 
sion as enunciating a rule that prospective 
earning power is the sole criterion to apply 
in formulating capital structures for utilities 
in process of reorganization. The Rock 
Products Case involved an industrial com- 
pany, whose charges and services are not af- 
fected with a public interest. The Supreme 
Court therefore did not have before it in the 
Rock Products Case a case arising under 
§§ 177 and 178 of Chap. X of the Federal 
Bankruptcy Laws, from which state com- 
missions having jurisdiction over debtors in 
bankruptcy derive their power to pass on the 
fairness of proposed plans of reorganization 
as they affect the public interest. 

The prospective-earning-power-alone cri- 
terion if applied to utilities might give rise 
to mischievous and vexatious situations. A 
utility is entitled by law to a fair return, 
and no more, on the fair value of its proper- 
ties. A grossly overcapitalized utility under- 
going reorganization might have present 
earnings sufficient, and only sufficient, for a 
fair return on the fair value of its proper- 
ties, but its prospective earnings, if and when 
realized, might be substantially in excess of 
a fair return on the then fair value of its 
properties. If rates or fares were then re- 
duced by the state commission in conform- 
ance with the fair-return-on-fair-value rule, 
earnings would be insufficient for the pay- 
ment in full of interest and dividends on 
securities which the commission had ap- 
proved. On the other hand, if rates or fares 
were not reduced, so as to enable interest 
and dividends to continue to be earned in 
full, the public would be deprived of the 
reasonable rates or fares to which it is en- 
titled by law. A ceiling on reorganization 
securities—say depreciated original cost or 
depreciated reproduction cost, whichever is 
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lower—would be a powerful deterrent to the 
arising of such a vexatious situation, as such 
costs are elements of fair value. 


After a consideration of evidence of 
original cost, including much testimony 
on accrued depreciation, it was deter- 
mined that the proposed capital structure 
would not be supported by the capitaliz- 
able assets and the prospective earnings. 


N investigation, by the Securities and 
Exchange Commission, of the op- 
erations of New England Power Service 
Company at the request of the Vermont 
commission resulted in a conclusion that 
the authorization of the company as a 
subsidiary service company should be 
continued in view of a reorganization 
constituting a definite and affirmative im- 
provement over its former method of do- 
ing business. Objectionable features of 
the company’s operations prior to reor- 
ganization were, however, discussed. 

The method of billing operating com- 
panies was said to be seriously deficient. 
The monthly bills submitted did not per- 
mit the officers of an operating company 
to determine what services had been 
rendered or to make any appraisal of the 
value of such services. Further, the bills 
did not indicate or permit any determina- 
tion as to what account should be charged 
because they were devoid of detail. Cer- 
tainly, said the commission, they were of 
no assistance to any regulatory body. 

A comparison of service charges by 
other service companies was introduced 
to show that charges for the New Eng- 
land Power Association system were ex- 
cessive. The commission said: 

It is realized that any comparison of serv- 
ice charges by public utility systems presents 
difficulties, but it does not follow that no 
comparison is possible unless the systems are 
practically identical in all respects. Tne 
tabulation at least shows that respondents 
were under the obligation of giving a good 
explanation for their unique position in the 
servicing company field. 


System fees of New England Power 
Service Company were shown to be 5.68 


Commissioner Buchanan, ina concurring 
opinion, disagreed with the majority on 
various points and concluded that even 
the $30,000,000 basis would be excessive 
and that earnings would not support a 
capital structure exceeding $12,000,000, 
George et al. Trustees of Pittsburgh 
Railways Co. et al. (Application Docket 
No. 60471). 


e 


Tests of Reasonableness or Service Company Charges 


per cent of gross revenues, while fees of 
other systems ranged from .68 per cent 
for the Engineers Public Service Com- 
pany system and for the Middle West 
Corporation system to 2.77 per cent for 
the American Gas and Electric Company 
system. After reorganization of the 
method of doing business the percentage 
was estimated to be 3.26 per cent, but if 
actual construction work expense were 
deducted, the total service charges were 
estimated at 1.60 per cent of gross op- 
erating revenue of the system. While the 
cost of services to the operating com- 
panies still seemed high, a conscientious 
and aggressive management would be 
able to effect further economies. 

For further comparison operating 
ratios were introduced. It was said that 
while the use of operating ratios has its 
limitations, the year-to-year trend of such 
ratios would appear to be a pertinent test 
of efficiency. From the point of view of 
the utility consumer, it was said, the effi- 
ciency of a holding company system is 
concerned mostly with the absence of dis- 
turbances in the utility service rendered, 
the availability of utility service, and the 
cost of such services. Data were intro- 
duced to show a substantial decrease in 
the number of disturbances, but no in- 
formation was offered as to the electric 
utility industry as a whole, although it 
was admitted that the industry had also 
shown an improvement in this respect. 

Consideration was also given to the 
number of electric customers and the sale 
of electricity and gas to ultimate custom- 
ers. The growth in the number of elec- 
tric customers showed that this system 
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was approximately average when com- 
pared with all private electric companies 
operating in the four New England 
states, in which the NEPA system chiefly 
operated, and that more recently it was 
doing substantially better than average. 
Rates charged for utility services were 
also considered, not in an attempt to pass 
upon the propriety of the rate itself, a 
matter over which the commission had 
no jurisdiction, but rather as a test of the 
efficiency of the system in selling its 


e 


products. The system, it was found, de- 
rived an average revenue per kilowatt 
hour sold to residential and rural custom- 
ers of 5.25 cents in 1940, while the Edi- 
son Electric Institute showed a revenue 
per kilowatt hour of 3.84 cents for such 
utility services for the entire electric in- 
dustry. The figures, said the commis- 
sion, did not indicate that the NEPA sys- 
tem was a leader in low rates. Re New 
England Power Service Co. (File Nos. 
4-21, 37-7, Release No. 3135). 


Local Jurisdiction over Pool Car Distribution 
Of Interstate Shipments 


Mow carriers engaged in local pool 
car delivery and distribution of 
interstate shipments, according to a 
ruling of the Washington Department of 
Public Service, must conform with rates 
prescribed by the department. The 
state, it was held, has the right to regu- 
late such service only to a limited extent. 
As stated by the department: 


It is our further opinion and we further 
conclude that the right of the state of 
Washington to regulate such interstate pool 
car distribution service is limited to such 
shipments destined to points wholly within 
the confines or municipal limits of the 
municipalities of Seattle, Tacoma, and 
Spokane, and their respective adjacent 
zones. It is also our opinion and conclusion 
that accessorial services take on the char- 
acter of the movement to which they are 
primary or appended. If such services are 
rendered in connection with an interstate 


e 


movement of traffic, they have become a part 
of the interstate movement Therefore, 
such accessorial services performed in either 
of the three cities upon pool car distribution 
traffic destined to points within the confines 
of Seattle, Tacoma, and Spokane and their 
respective adjacent zones are a part of such 
pool car distribution service and subject to 
the state tariffs applying to such services 
within the three cities named. Accessorial 
services, however, which are performed in 
connection with pool car distribution traffic 
which is to move beyond the confines of the 
three cities and their respective adiacent 
zones to other points in the state of Wash- 
ington would be a part of such movement, 
and since the movement itself is not within 
the regulation of this department the 
accessorial service charge also would not 
be within the regulation of this department. 


Re Pool Car Shipments by Common and 
Contract Carriers (Order MV No. 
36396, Hearing No. 2547). 


Fuel Clause Required in Special Industrial 
Rate Contract 


HE Southern California Company, 

Ltd., was authorized by the Cali- 
fornia commission to enter into an agree- 
ment for the sale of electric energy to 
the Flintkote Company under a special 
rate which was found necessary in order 
to keep the business. The commission 
noticed the omission of any provision for 
a change in rates if the cost of fuel for 
electric generation should change, and it 


ordered the incorporation of a fuel oil 
clause which the commission described 
as “common to practically all power rates 
and especially to those rates that ap- 
proach the actual generating cost of 
rendering the service.” 

Admittedly the contract rate would 
not return the full cost of rendering the 
service, but testimony was presented to 
show that the rate would return some- 
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thing more than the out-of-pocket cost. 
It was further testified that the service 
would be beneficial inasmuch as it would 
utilize a part of the company’s surplus 
production capacity required to take care 
of emergencies and future growth. 
The commission was not satisfied that 
the record satisfactorily established this 
latter claim, and said that if it be assumed 
that it did, it was seriously questioned 
whether the conditions under which the 
agreement was made were flexible 
enough to permit the utilization of the 
so-called surplus production capacity. 
Reference was made to the lack of any 
provision in the agreement for a cancella- 
tion of the contract during the 5-year 
period for which it was to run or a provi- 


sion for temporary discontinuance of 
service if other customer demands should 
require such a procedure. In conclusion 
the commission said: 


The commission at this time is not disposed 
to require a modification of the agreement 
so as to provide for discontinuance or can. 
cellation of the service but if it develops, 
during the period in which this agreement is 
effective, that Edison is required to instal] 
new capital facilities to provide for a load 
such as will result from Flintkote’s demands, 
then Edison may expect that when the com- 
mission reviews its earnings, in reference to 
rate adjustments to its other customers, that 
this fact will be given further consideration, 


Re Southern California Edison Co. Lid, 
(Decision No. 34641, Application No, 
24304). 


e 


Telephone Maintenance Expense Estimate 
Considered Excessive 


IGHER rates were authorized by the 
Wisconsin commission to allow a 
telephone company approximately 6 per 
cent return on net book value, repre- 
senting gross book value of property and 
plant less an accumulated depreciation 
reserve. Estimates of increased traffic 
and general expense were criticized, and 
a maintenance allowance amounting to 
$7.21 per station was held to be abnor- 
mally high. 

The company forecast maintenance 
expense of $4.28 for labor and $2.93 for 
other expenses in its estimate per station. 
In order to test the reasonableness of this 
estimate the commission compared it 
with the available maintenance expense 
of thirteen class C companies, inclusive 
of the applicant, and similar in size. This 


comparison showed that for the other 
companies labor expense averaged $2.49 
and other expense $1.55, making a total 
of $4.04. This company itself in pre- 
vious years had a labor expense of $2.81 
and other expense of $2.10, making a 
total of $4.91. The commission consid- 
ered the amount which would reasonably 
be invested in the near future for needed 
improvements, but said: 


We may not, however, give consideration 
to the proposed additional investment neces- 
sarv to install a new switchboard and as- 
sociated equipment in that approval of the 
commission as provided in General Order 2- 
U-52 must be obtained before a change of 
central office equipment can be made. 


Re Union Grove Telephone Co. (2-U- 
1757). 


e 


Property Transfers and Security Issues Permitted 


Subject to 


| hg mg and declarations by 
Northern Indiana Public Service 
Company, Gary Electric & Gas Com- 
pany, and Gary Heat, Light & Water 
Company were approved by the Securi- 
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Conditions 


ties and Exchange Commission as part 
of a program for bringing together in a 
single operating company two closely re- 
lated utility properties. No-:thern In- 
diana operates utility properties in the 
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Calumet area of Indiana. Gary Electric 
js purely a holding company. yas Heat 
is its subsidiary. All are subsidiaries of 
Trustees of the Estate of Midland Utili- 
ties Company. It was proposed that Gary 
Heat would be dissolved and Northern 
Indiana would acquire its assets in 
liquidation. Gary Electric would redeem 
its outstanding mortgage indebtedness 
and would be liquidated and dissolved. 

Issue and sale of Northern Indiana’s 
serial notes and common stock for ac- 
quisition of the common stock of Gary 
Heat (and ultimate acquisition of its as- 
sets) appeared to be for the purpose of 
financing the business of Northern In- 
diana and had been expressly authorized 
by the Indiana commission. An exemp- 
tion was therefore granted under § 6(b) 
of the Holding Company Act. 

Acting under its authority to impose 
terms and conditions, the commission re- 
quired that the acquiring company carry 
over the depreciation reserve applicable 


to the acquired assets at the full amount 
recorded on the books of the selling com- 
pany. The acquiring company was per- 
mitted under the circumstances of the 
case to eliminate part of the resulting ac- 
quisition adjustment against capital sur- 
plus (to be created by restatement of 
common capital account) but was re- 
quired to eliminate the balance against 
earned surplus. 

Acquisition by Northern Indiana of 
water assets of the affiliated company 
was approved, but the commission re- 
served jurisdiction under § 11 of the act 
to cause Northern Indiana at an appro- 
priate time to take such action, if any, as 
the commission might deem necessary 
with respect to water assets. The com- 
mission also reserved jurisdiction over 
the dissolution of the Gary Electric & 
Gas Company, the subholding company. 
Re Northern Indiana Public Service Co. 
et al. (File No. 70-355, Release No. 
3145). 


e 
Other Important Rulings 


HE Securities and Exchange Com- 

mission, after securing answers to 
questionnaires on the matter of designat- 
ing counsel to act for bidders pursuant to 
Rule U-50, concluded that the existing 
practice of designation by the issuer of 
independent counsel to represent the bid- 
ders would be permitted to continue, but 
that adequate disclosure of such matters 
as the identity of the independent coun- 
sel and the proposed fees of such coun- 
sel to be paid by the successful bidders 
would be required and close scrutiny 
would be given to the reasonableness of 
such fees and to the relationship of in- 
dependent counsel to the issuer. Holding 
Company Act (Release No. 3118). 


The Colorado commission held that 
where an application for operating 
authority had been dismissed, a new ap- 
plication should show that conditions 
have changed before the matter is again 
set for hearing. It was said that while 
decisions of the commission are not res 
adjudicata, yet it is within the discretion 
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of the commission not to hear identical 
applications time and time again without 
some showing to the effect that condi- 
tions have changed to some material ex- 
tent. Re Apple (Application No. 5776- 
PP, Decision No, 17908). 


The Colorado commission denied a 
common carrier certificate to a motor 
vehicle operator who had been knowing- 
ly conducting a common carrier business 
under his private carrier authority. The 
commission observed that unlimited 
motor carrier competition was undesir- 
able and that a common carrier certifi- 
cate need not be granted to such a car- 
rier merely because joint operations with 
existing common carriers are profitable. 
Re Haines et al. (Application No. 5329, 
Decision No. 17737). 


Authority to operate a public utility 
water system was denied by the Cali- 
fornia commission where the applicant 
had been operating illegally and where 
the unreasonableness of rates for water 
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and the billing of consumers for service 
connections were contrary to an agree- 
ment made at the time the system was 
transferred to the applicant. The mere 
fact that the applicant had come into 
actual possession of existing distribution 
facilities under color of legal right, it 
was held, did not of itself justify a find- 
ing that public convenience and necessity 
required future operation. Re Magalia 
Water Co. (Decision No. 34568, Appli- 
cation No. 23609). 


Climaxing a long fight and overruling 
the objections of coal interests, labor 
groups, railroads, and rival companies, 
the Wisconsin commission voted to allow 
the Wisconsin Gas Transmission Com- 
pany, owned by the Phillips Petroleum 
Company of Bartlesville, Oklahoma, to 
pipe natural gas into Wisconsin, accord- 
ing to an announcement to the press, al- 
though no formal order was entered and 
the opinion in the case was not to be com- 
pleted until a later date. Re Wisconsin 
Gas Transmission Co. 


The Brooklyn Union Gas Company 
was ordered by the New York commis- 
sion to write $6,357,548 out of its prop- 
erty and plant account so that its assets 
would represent actual original cost of 
property in service. The original cost 
was set at $92,095,754 as against a figure 
of $98,453,302 on the company’s books. 
The difference was to be written off by 
a reduction of stated value of capital 
stock from $50 to $40 a share. Deprecia- 
tion reserve was to be increased by a 
transfer from earned surplus of $5,- 
275,368. The determination is subject to 
ratification by the company’s directors 
and stockholders. Re Brooklyn Union 
Gas Co. 


A wholesale lumber company was held 
to be a common carrier by motor vehicle, 
within the purview of the Federal Motor 
Carrier Act, where it solicited business, 
quoted prices on lumber and separate 
charges for delivery thereof, delivered 
the lumber in its own trucks direct from 


the mill, and where it appeared that com. 
missions earned on sales plus transporta- 
tion charges equaled the rates which |i. 
censed motor carriers received for trans. 
portation alone. IJnterstate Commerce 
Commission v. A. W. Stickle & Co. 41F 
Supp 268. 


A Federal District Court held that a 
motor carrier was not entitled to a cer- 
tificate under the “grandfather” clause 
of the Motor Carrier Act where the In- 
terstate Commerce Commission found 
that the original applicant handled only 
traffic solicited by and turned over to him 
by another carrier and that he had, there- 
fore, abandoned his operation as a com- 
mon carrier and assumed the position of 
an owner operator. Johnson v. United 
States et al. 41 F Supp 188. 


The supreme court of Oklahoma re- 
versed a commission order denying 
authority to substitute a caretaker or 
merchant agent for a regular agent at a 
railroad station, holding that it was not 
reasonable to require the maintenance of 
a full-time agency station when the cost 
of such service was out of proportion to 
the revenue derived from that portion 
of the traveling public benefited, espe- 
cially where a-substitute but less con- 
venient service might be provided which 
would afford the same essential service. 
Atchinson, Topeka & Santa Fe Railway 
Co. v. State et al. 118 P(2d) 202. To the 
same effect, Lowden et al. v. State, 118 
P(2d) 238; Lowden et al. v. State, 118 
P(2d) 242. 


The supreme court of Missouri held 
that an application is not made to the 
commission until it actually reaches the 
commission and a mere mailing is insuf- 
ficient within the meaning of the statute 
requiring such applications to be filed be- 
fore the effective date of the order so as 
to authorize review of the order by 
the circuit court on certiorari after the 
commission overrules motion for rehear- 
ing. State ex rel. Alton R. Co. v. Public 
Service Commission, 155 SW (2d) 149. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Kentucky-Tennessee Light & Power 
Company 


[Docket No. 2519.] 


Return, § 60 — Confiscation — Voluntary rate reduction. 
1. The legal theory that a public utility company should not be allowed 
voluntarily to establish rates which would render such a low return as to 
cause such rates to be confiscatory if the positions were reversed and the 
Commission were attempting to enforce the rates and the company re- 
sisting enforcement is untenable, p. 68. 


§ 3 — Unconstitutional confiscation — Suspension of reduced rates — 
Destructive competition. 

2. A company which has resisted justified rate reduction efforts until prac- 
tically all its customers have contracted to take service from a newly es- 
tablished municipal plant cannot be heard to complain that the refusal of 
the Commission to permit a competitive rate reduction, in order to regain 
the customers, will confiscate the company’s property in that this will re- 
sult in the company losing all its business in the community, p. 69. 


$ 140 — Competitive — Municipally owned and company-owned utilities 
— Impossibility of competition. 

3. Rulings in favor of competitive rates by privately owned utilities when 
confronted with competition by publicly owned utilities are not controlling 
in a case where a company filing lower rates will be reduced to operation 
with a clear out-of-pocket loss unless it can succeed in persuading people 
to break contracts for service from a newly constructed municipal plant, 
the community is not large enough to support two competing utilities, the 
company under unremunerative rates would render service temporarily 
by subsidization from large operations in another state to force the mu- 
nicipal plant out of service, and the plant and property of the company is 
old and by modern methods has suffered much from obsolescence while 
the competitive plant installed by the city at a small expense is modern 
and of such a type as to permit economical operation and low rates to 
consumers, p. 70. 


Rates, § 83 — Powers of Commission — Suspension — Competitive rates. 
4. The Commission has power to suspend a schedule of reduced rates filed 
by an electric company in an effort to compete with a municipal plant, 
p. 73. 

Monopoly and competition, § 2 — Public policy. 
5. It is not the policy of the Public Utilities Act to promote competition 
among public utilities as a means of providing service to the public, but 
the policy of these statutes is that through regulation of an established 
utility occupying a given field the public will be served more efficiently 
and at a more reasonable rate than if other competing lines were author- 
ized to render the same public service in the same territory, p. 74. 
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Public ownership — Policy of state. 


6. The public policy of the state is to lend encouragement to publicly owned 


electric operations, p. 74. 


[November 20, 1941.] 


NVESTIGATION of schedules filed by electric company reduc- 
I ing rates; schedules permanently suspended. 


By the Commission: In the in- 
stant case, Kentucky-Tennessee Light 
and Power Company on September 
17, 1941, filed certain schedules of 
rates for electric service in various 
classes to consumers situated in the 
town of Jellico, Tennessee. The 
rates filed by the company purported 
to consist of reduced rates for all 
classes of electric service in that com- 
munity. 

On September 26, 1941, the Com- 
mission suspended the schedules of 
rates upon’ information that the city 
of Jellico, a municipal corporation, 
had indicated its intention to protest 
the new schedules of rates and inter- 
vene in opposition thereto. The pe- 
tition of said city of Jellico asking 
leave to intervene in opposition to the 
approval of the new rate schedule 
was filed shortly thereafter on Sep- 
tember 29, 1941. 

The matter came on for hearing 
before the Commission on two sepa- 
rate occasions and a full record re- 
flecting the facts of the controversy 
was made to appear through the tes- 
timony of witnesses and various ex- 
hibits showing the electric operations 
in and about the city of Jellico. 

The petition filed by the city of 
Jellico recites that the opposition to 
the reduced rates comes as the result 
of a long controversy between the 
electric power company and the peo- 
ple of Jellico served by it. The city 
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averred that for many years the com- 
pany had been urged to establish rates 
upon which the people of the com- 
munity could install, use, and enjoy 
such modern electrical conveniences 
as were in use in other communities. 
Eventually there was a rate case in 
which the people of Jellico sought to 
obtain rate reductions through a hear- 
ing and a resulting order of the rail- 
road and Public Utilities Commis- 
sion. It is further averred that the 
Commission finally, on August 23, 
1939, acted upon this petition of the 
people of Jellico and, having afforded 
the company a full and fair hearing, 
ordered reduction of rates, and sup- 
ported it by a finding: 

“That the rates in effect at Jellico 
are the highest rates in Tennessee on 
similar property, and that the rates 
are so high as to impede and retard 
the use of electric service to cus- 
tomers.” 

It is averred that the company 
thereupon took an appeal to the courts 
and for more than two years has de- 
layed the matter, which is still pend- 
ing in one of the chancery courts of 
Tennessee. 

It is also averred that the citizens 
of Jellico, despairing of their re- 
course through the Commission and 
the courts determined to enter the 
business of rendering electric service 
to themselves and proceeded to issue 
and sell bonds for the construction or 
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purchase of an electric distribution 
plant, to the amount of $104,000, and 
entered into a contract with Ten- 
nessee Valley Authority for the pur- 
chase of electricity at prices which 
enabled the city to offer the people 
of Jellico electricity at retail on rates 
somewhat lower than those ordered 
by this Commission in its order of 
August 23, 1939. The city avers that 
it made every reasonable effort to 
purchase the distribution plant of re- 
spondent power company and offered 
to purchase same at a reasonable price 
before entering upon the construction 
of a new distribution system for com- 
petitive purposes. It is averred that 


the respondent company refused to 
enter into such a contract for sale of 
its properties until after the actual 
work of construction had begun. 
The completion of the distribution 
system of the city of Jellico was to 


occur in the latter part of October, 
1941, at which time service to the 
citizens of Jellico would begin upon 
rates which are known throughout 
the section as the Tennessee Valley 
Authority base rates. It is accord- 
ingly averred on the part of the city 
of Jellico that the present rates filed 
by the respondent company are an 
effort to forestall the city in its effort 
to render service to its citizens. 

The application of the company is 
the culmination of many months of 
controversy between the company and 
the people of Jellico. The rates for 
electric service which have been in 
force in the entire Tennessee opera- 
tions of the Kentucky-Tennessee 
Light and Power Company had been 
higher than those of any other major 
operating utility in the state. This 
was true even prior to the establish- 


ment of electric service under whole- 
sale contract with the Tennessee Val- 
ley Authority, in which rates were 
reduced far below even those which 
other private companies had previ- 
ously had in effect. The electric fa- 
cilities of each major utility, except 
those serving the extreme eastern por- 
tion of the state, were purchased by 
electric cooperatives formed for that 
purpose, by municipalities, and by the 
Federal agency itself during 1938 and 
1939. Kentucky-Tennessee Light 
and Power Company sold almost its 
entire Tennessee operations through 
such a contract on the 28th day of 
December, 1938. There was pending 
at the time of the sale a proceeding 
instituted by this Commission for the 
reduction of the company’s rates. 
Extensive testimony and exhibits had 
been placed in the record in behalf of 
the company and likewise in behalf 
of the Commission. This case had 
been concluded, and it was in order 
for the Commission to issue its rate 
order for the establishment of rates 
for the entire company, and such 
rates if established would have in- 
ured to the benefit of Jellico. 

The Commission in fairness to the 
company deemed it proper to close the 
general case, however, without deci- 
sion, and hear proof relating to the 
specific question of the rates applica- 
ble to Jellico, which was one of a 
very few communities in which Ken- 
tucky-Tennessee Light and Power 
Company was continuing to render 
service. The Commission therefore 
issued its show-cause order relative 
to the rates of Jellico alone, this or- 
der being issued on the 14th day of 
April, 1939. On the 23rd day of 
August, 1939, the Commission ren- 


41 PUR(NS) 





TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


dered an opinion and issued its order 
reducing the rates of the company 
effective for electric service to Jellico. 

Respondent company immediately 
obtained a certiorari and supersedeas 
from the chancery court of Davidson 
county, effectively staying execution 
of the Commission’s rate reduction 
order. In its appeal, the company al- 
leged and averred that the rates or- 
dered by the Commission were illegal 
and confiscatory of the company’s 
property in violation of the Constitu- 
tion of the United States. In the 
second place, the company averred 
that the Commission had acted with- 
out due process of law and had en- 
tered its ruling without having given 
the respondent company full and 
adequate opportunity to present its 
defense. In the last averment, the 


company is taking advantage of an 


ambiguity in the language used at the 
closing of the record in the case, when 
a possible reservation was made for 
the reconvening of the hearing in or- 
der to enable the Commission counsel, 
if he saw fit, to recall certain witnesses 
for cross-examination, whereas the 
company had, to the knowledge of all 
members of the Commission, com- 
pletely closed its presentation of 
proof. In the present hearing one of 
the Commissioners unequivocally 
charged respondent company with 
bad faith in the prosecution of its 
appeal upon this particular ground. 
The Commission is firmly of the 
opinion that respondent company in 
that matter had completely rested its 
case and had nothing additional to 
present and the Commission chal- 
lenges the sincerity of the company 
in prosecuting its appeal on that 
ground. 
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The present matter, however, must 
be decided by the Commission with. 
out regard to the presence or absence 
of good faith on the part of the com. 
pany in its former dealings with the 
regulatory Commission ; and the Com- 
mission refers to this matter not for 
any influence which it may have upon 
this case, but simply to indicate the 
extreme and stubborn strategems to 
which the company was willing to re. 
sort in order to prevent the establish- 
ment of reduced rates in the city of 
Jellico, even when such rates were or- 
dered by the Commission. 

The appeal to chancery court in 
Davidson county is still pending. 
Bond has been executed by the com- 
pany for the purpose of protecting 
the members of the public in Jellico 
who since September, 1939, have had 
to submit to the payment of rates 
which are deemed by the Commission 
to be unjust and unreasonable. The 
filing of new rates by Kentucky- 
Tennessee Light and Power Com- 
pany, to become effective November 
1, 1941, was not accompanied by any 
statement of intention on the part of 
respondent company to withdraw its 
appeal from the order of the Com- 
mission entered in August, 1939, nor 
any offer to repay to consumers the 
excess amounts taken from them from 
month to month since that time in ex- 
press violation of the orders of the 
Commission. 

[1] The city of .Jellico opposes 
this filing of reduced rates upon the 
legal theory that the company should 
not be allowed voluntarily to estab- 
lish rates which would render such 
a low return as to cause such rates to 
be confiscatory if the positions were 
reversed and the Commission were 
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attempting to enforce the rates and 
the company resisting enforcement. 
The Commission is of the opinion that 
this theory of law is untenable. A 
company may voluntarily institute 
rates in its developmental period 
which do not suffice to bring it a fair 
return. The Commission is not the 
guardian of the company and can- 
not force it to establish rates which 
will bring it at all times an adequate 
and fair return on its fair value. As 
frequently stated in Commission opin- 
ions, the Commission does not guar- 
antee any utility a “fair return.” 


[2] The petitioner Kentucky- 


Tennessee Light and Power Com- 
pany has taken the position through- 
out this case that the refusal of the 
Commission to permit it to establish 
the rates which it seeks to establish 
at the present time will destroy the 


property of the company. Company 
counsel has characterized such de- 
struction as “confiscation,” and he 
further emphasizes that this will be 
“real confiscation” as contradistin- 
guished from the other types of con- 
fiscation, assumedly unreal, which 
are prohibited by the Constitution of 
the United States as interpreted in 
many opinions having to do with re- 
ductions of utility rates. In the sup- 
plemental brief filed by the company, 
this position is ably expressed as fol- 
lows: 

“We point out that further delay 
will literally destroy the property of 
this company in that it will result in 
its losing all its business at Jellico. 
The business is daily leaving the com- 
pany and going to the municipally op- 
erated system. This result is being 
reached because the company is not 


permitted to make a competitive 
rate.” 

The record clearly discloses, how- 
ever, that this statement does not 
truly reflect the entire situation at 
Jellico. The record made before the 
Commission discloses that the loss of 
the company’s business had already 
taken place prior to the filing of the 
reduced rate schedules in this pro- 
ceeding. If it be true that the com- 
pany’s business is “literally destroyed”’ 
it has taken place by reason of the 
company’s own practices. The com- 
pany persisted in resisting justified 
rate reduction efforts until practically 
all of its customers had already left 
it. It was clearly proved through tes- 
timony and actual contracts exhibited 
to the Commission that 842 former 
customers of Kentucky-Tennessee 
Light and Power Company, this num- 
ber constituting 92 per cent of its 
total customers, had prior to the hear- 
ings executed solemn contracts to 
purchase electricity from the city of 
Jellico. In signing these contracts, 
these customers of the power com- 
pany became customers of the city. 
The company cannot now be heard to 
complain that these customers may be 
lost to it unless it is allowed to estab- 
lish reduced rates. While it may be 
true that the customers are lost, the 
tense is wrong, as a correct expres- 
sion would be that these customers 
have already been lost to it. 

The Kentucky-Tennessee Light 
and Power Company is now, accord- 
ingly, trying to enlist the aid of this 
Commission in an effort to induce 
these persons to violate their con- 
tracts with the city of Jellico. The 
record clearly shows that this is what 
is meant by the company when it in- 
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sists that its business is daily leaving 
the company and going to the munici- 
pally operated system. These cus- 
tomers could not but do this in light 
of the solemn contracts they have 
executed. 

At this point the Commission feels 
that it should give recognition to the 
fact that the city of Jellico was fully 
within its rights in the steps which 
it has taken to enter the competitive 
field and serve electricity to its in- 
habitants. The company did not 
have an exclusive franchise to render 
service in that community, and the 
statutes of Tennessee specifically en- 
able and permit municipalities to ac- 
quire, operate, and maintain electric 
distribution plants and to provide 
electric service to consumers. Munici- 
pal Electric Plant Act, Chap. 32, Pub- 
lic Acts of 1935. 

The Commission is of the opinion 
that the city in preparing to engage in 
this enterprise acted with full faith 
and with due consideration to the 
rights of the private utility. The city 
made an effort to negotiate the pur- 
chase of the facilities owned by the 
company at a reasonable price. The 
record indicates that the city has now 
made an investment of $85,000 which 
fully prepares it to serve the entire 
community, including all consumers 
formerly served by Kentucky-Ten- 
nessee Light and Power Company. In 
spite of this moderate investment 
made by the city, the latter had of- 
fered to purchase the facilities of the 
power company and pay said company 
$132,000 for its facilities, more than 
50 per cent in excess of what it cost 
the city to construct its own more 
modern and efficient plant. 

[8] The Commission has been 
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greatly impressed by the line of de. 
cisions, which may be referred to as 
the California rule, relative to the 
establishment of competitive rates by 
privately owned utilities when con- 
fronted with competition by publicly 
owned utilities. Modesto Irrig. Dist, 
v. Pacific Gas & E. Co. (Cal 1931) 
PUR1932B 203; Re Southern Cali- 
fornia Edison Co. (1919) 16 Cal 
RCR 455; Re Southern California 
Edison Co. (Cal 1937) 19 PUR 
(NS) 163; Re Boston Consol. Gas 
Co. (Mass 1936) 12 PUR(NS) 113, 
127; Re Consumers Power Co. (Mich 
1936) 13 PUR(NS) 517. 

While this line of cases may to 
some extent reflect the natural bias 
against publicly owned power dis- 
tributors which characterizes most 


Public Utility Commissions, the ex- 
pressions found therein are to the 
greater part sound statements of the 


public policy of the respective states 
in which rendered. In each of these 
cases which actually involved compe- 
tition, such competition was not of a 
ruinous character. In other words, 
it was possible in the situations there 
delineated for two competing con- 
cerns to exist and conduct their op- 
erations successfully. This is ex- 
pressly referred to in the Modesto 
Irrigation District Case, supra, where 
it was shown that the privately owned 
utility was still operating in the sec- 
tion at a slight profit, the Commis- 
sion stating: 

“The record does not justify the 
conclusion that the operation is an 
out-of-pocket loss.” 

The record in the instant case con- 
tains many facts bearing upon the 
economic feasibility of conducting 
two competitive electric distribution 
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systems in Jellico. The population 
of the city of Jellico is approximate- 
ly 1,500. The president of the pow- 
er company testified that the com- 
pany has in its Jellico, Tennessee, Di- 
vision, 904 customers. Not all of 
these live within the municipality 
proper. It is shown that 842 of 
these customers have now executed 
contracts with the city leaving but 62 
unqualified customers for the com- 
pany. The operating exhibits filed by 
the company show clearly that this 
small number of customers would not 
suffice to justify operation of the Jelli- 
co plant. Under the existing circum- 
stances, the company has an undis- 
puted claim to less than 8 per cent of 
its former customers and assuming 
that these 8 per cent remain cus- 
tomers of the company, it still would 
not derive sufficient revenues to de- 
fray the incremental costs involved 
in making the service available to this 
small group. The Commission is of 
the opinion that the Tennessee opera- 
tion should be entirely dissociated 
from the operation on the Kentucky 
side of the line in any attempt to 
justify rates for application in Ten- 
nessee. Any other conclusion would 
permit the Kentucky operations in 
effect to subsidize those in Tennessee 
to the eventual impairment of the 
utility service to which the communi- 
ty is entitled. 

The competition at issue in each 
of the cases cited above was in areas 
with substantial populations amply 
able to support competitive situations. 
The California cases have to do with 
competition in Vernon, California, 
which required facilities of a value of 
nearly $4,000,000 for adequate serv- 
ice, and in the Modesto Irrigation 


District area, comprising numerous 
small cities and rural communities; 
the Michigan case involved service to 
the large city of Kalamazoo; the 
Massachusetts case related to service 
in Boston. The facts of these cases 
very materially differ from those ap- 
plicable in the present Jellico case. 

The Commission does not feel that 
the line of decisions constituting the 
California rule is controlling of the 
issues in the present proceeding. In 
several respects the facts of the 
present case differ from those of the 
opinions above cited. This may be 
regarded as a case of first impression, 
so far as the Commission is aware, in 
the following respects: 

1. Unless the privately operated 
utility can succeed in persuading or 
inducing the people of Jellico to break 
the solemn contracts executed with 
the city, the company will be reduced 
to an operation with a clear out-of- 
pocket loss. 

2. There is no conflict in the tes- 
timony to the fact that the com- 
munity of Jellico is not large enough 
to support two competing electric utili- 
ties in such a manner that each may 
exist and successfully prosecute its 
business. The president of the pri- 
vately operated company so testified. 
Likewise the mayor of Jellico so tes- 
tified. The Commission is of a like 
view and from the realistic viewpoint 
it regards competition in Jellico as 
practically impossible. There is ac- 
cordingly not presented to the Com- 
mission the issue of enabling the 
company “to maintain its existence” 
against competition. 

3. This is the only case brought to 
the attention of the Commission in 
which the real issue is whether the 
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Commission will so act as to enable a 
company, through temporarily ren- 
dering service upon unremunerative 
rates by subsidization made possible 
by reason of the fact that the com- 
pany has large operations in another 
state, to force out of business its 
public competitor in a small com- 
munity which is unable to support 
competitive services. 

4. The plant and property of the 
privately operated utility is old and 
by modern standards has suffered 
much from obsolescence. It is not 
in condition to render such efficient 
and economical electric service to the 
people of the community as modern 
conditions require. The competitive 


plant installed by city of Jellico at 
a small expense is, on the other hand, 
modern and of such a type as to per- 
mit economical operation and low 


rates to consumers. Accordingly this 
is the only case, so far as the Com- 
mission is aware, in which the issue is 
clearly presented as to whether a pri- 
vately operated utility should be al- 
lowed to establish low rates for the 
purpose of attempting to drive out of 
business a publicly operated utility 
having an efficient plant, whereupon 
the privately operated utility would 
be enabled immediately to return its 
rates to the levels required by the ob- 
solete plant owned and operated by 
the company. 

Essentially this presents a new is- 
sue as to the right of the people of 
the community to insist upon receiv- 
ing modern service from a plant of 
the latest type with the ability to ren- 
der efficient service at the low cost to 
the consumer which is required by 
modern economic conditions. The 
Commission is of the opinion that 
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the plant presently operated by the 
Kentucky-Tennessee Light and Poy. 
er Company in Jellico is so obsolete 
that it might well be retired and 
charged off; and if the company de- 
sires to compete, it should construct 
an entirely new plant which can clear- 
ly be shown by the company to war- 
rant the application of the low rates 
which are available throughout the 
Tennessee valley. 

It is necessary, accordingly, that 
the Commission should appraise the 
entire situation which exists in Jellico 
with a view to determining what are 
the requirements of sound public 
policy. The Commission does not 
operate in a legal vacuum. It is neces- 
sary for it to realistically see what 
will flow from the decisions which it 
renders. A Commission should un- 
derstand what will be the natural con- 
sequences of its acts. If the Commis- 
sion should permit the company to es- 
tablish rates which are competitive 
with those established by the munici- 
pality, it would be setting in motion 
a stream of events from which would 
flow the following consequences: The 
company could indefinitely render 
service with no concern as to the cost 
of rendering same. It would be un- 
der no compulsion or incentive to 
make any profit from the Jellico op- 
eration. Its operation in Kentucky 
is of such magnitude that the Jellico 
losses could be absorbed for many 
years and possibly perpetually. As- 
suming that the company persists in 
this course, it is clear that eventually 
the publicly operated utility holding 
but a portion of the divided business 
of the community would suffer defi- 
cits. This is upon the assumption 
that the privately operated company 
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would gradually succeed in inducing 
a sufficient portion of the customers 
to abandon the city operation. With 
the accumulation of such deficits, the 
latter would be reduced either to sub- 
sidizing its operations from public 
funds or to eventual dissolution, loss 
of its investment, and destruction of 
its business. As soon as this result 
came to pass, the company, still in 
possession of its obsolescent and in- 
efficient plant, if we can judge its 
future policy by its past performance, 
would insist upon the establishment 
of high and prohibitive rates for elec- 
tric service. This would clearly 
mean that the people of this com- 
munity, in addition to suffering the 
loss of their own property, would be 
reduced to receiving service from a 
plant which does not conform to mod- 
ern standards, and the efficient mod- 
ern plant owned by them would be 
of no use to them. 


[4] The company contends with 
ability, assurance, and vigor that the 
Railroad and Public Utilities Com- 
mission is powerless to prevent the 
company from engaging in this ruin- 
ous course. From such a course the 
people of Jellico would be the ulti- 
mate losers, and likewise the city 
would be a loser. Furthermore, dur- 
ing the period in which such a course 
of competition is allowed to continue, 
the company itself would not profit. 
From year to year, it would lose and 
could continue the struggle only in a 
revengeful and vindictive spirit or in 
the hope that eventually the city 
would become discouraged and sur- 
render the competitive struggle. 

It is the contention of the company 
that the Commission has no power or 
authority to prevent the company 


from establishing rates which are 
low. It predicates this contention 
upon an ingenious construction of 
§ 5451(d) of the Code of 1932. If 
the Commission cannot maintain the 
level of rates at one point, which 
would be just and reasonable, but 
must allow the company under any 
circumstances which arise to reduce 
its rates, there would be nothing 
which could prevent the company 
from cutting even to the point where 
the service would in effect be given 
away and the essential public service 
which it is the function of the Com- 
mission to safeguard would be en- 
dangered and possibly destroyed. But 
it continues to be the position of the 
company that the Commission is 
powerless to prevent the company 
from engaging in cutthroat and sub- 
sidized competition even to the point 
of selling its electricity far below cost 
and as low as a mill or less per kilo- 
watt hour. This is the logical ex- 
treme to which the insistence of the 
company inevitably leads. The com- 
pany is insisting that, if faced by com- 
petition, it may resort to any practice 
which would destroy its competitor. 


By its present application, it has 
not gone to that extreme; but if the 


Commission accepts the argument 
stated in the brief of complainant in 
which the insistence is made that the 
Commission may suspend rates which 
increase existing rates but may not 
suspend rates which reduce existing 
rates, it would clearly follow that the 
Commission has no means to prevent 
any form of ruinous competitive prac- 
tice in which a utility faced with com- 
petition desires to engage. The Com- 
mission does not believe that this 
represents a sound expression of the 
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law. Furthermore, the Commission 
is convinced from the record in the 
present case that it would be just as 
ruinous to permit the company to 
establish rates which would allow a 
division of the electric business of 
the city of Jellico as it would to per- 
mit rates which cut far below those 
of the city of Jellico. The record in- 
dicates that the ultimate consequences 
of either course would be identical. 
The difference is merely one of de- 
gree and not one of essence. In the 
hearing before the Commission, the 
attorney for the company conceded 
impliedly that the Commission had 
power to prevent the company from 
establishing rates lower than those of 
the city of Jellico. If this be true, 
the Commission likewise has the 


power to prevent another reduction 
which would be equally injurious to 


all parties concerned. 

[5] In some foreign jurisdic- 
tions, it is possible that the public 
policy of the state is different from 
that in Tennessee. In some of the 
opinions which have been called to 
the attention of the Commission, it 
is evident that the state’s public policy 
favors the fostering of competition 
between private companies and pub- 
licly operated utilities. This differs 
from the public policy in Tennessee. 
As we stated in the case of Miller v. 
Tennessee Electric Power Co. (1940) 
34 PUR(NS) 409, 430: 

“Tt is not the policy of the Public 
Utilities Act, Chap. 49 of the Public 
Acts of 1919, to promote 
nine among public utilities 

as a means of providing serv- 
ice to the public, but the policy of 
these statutes is that through regula- 
tion of an established utility 
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occupying a given field, the public wil 
be served more efficiently and at 4 
more reasonable rate than if other 
competing lines were authorized to 
render the same public service in the 
same territory.” 

Section 5502 of the 1932 Code of 
Tennessee specifically prohibits any 
public. utility from beginning the con- 
struction of its lines into territories 
already receiving a like service from 
another utility without first obtaining 
authority from the Railroad and 
Public Utilities Commission. These 
statutes, it is true, have specific ref- 
erence to service rendered by other 
privately owned utilities, but this 
does not militate against the fact that 
it is an expression of a general public 
policy which prevails under legislative 
fiat throughout the state. 

[6] In the second place, during 
the recent past it has become the pub- 
lic policy in the state of Tennessee to 
lend encouragement to publicly owned 
electric operations. This has result- 
ed from the large public benefits 
which have been derived in this state 
from the operations of the Tennessee 
Valley Authority. The legislature of 
Tennessee has passed a number of 
acts designed to facilitate the entry of 
municipalities into the field of electric 
distribution and further acts to em- 
power the organization of electric 
membership corporations operating 
upon the codperative principle and 
having similar purposes. Chapter 37, 
Public Acts of 1935; Chap. 42, Pub- 
lic Acts of 1935; Chap. 32, Public 
Acts of 1935; Chap. 3, Public Acts of 
1935, First Extra Session; Chap. 4, 
Public Acts of 1935, First Extra Ses- 
sion; Chap. 231, Public Acts of 1937; 
Chap. 176, Public Acts of 1939; 
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Chap. 227, Public Acts of 1939. 
These various enactments clearly es- 
tablished the present public policy in 
the state of Tennessee to be the en- 
couragement of publicly owned elec- 
tric distribution plants. Though the 
Commission is without authority to 
regulate or control the operations en- 
gaged in by these bodies, it recog- 
nizes the policy which the state has 
declared. 

If an electric utility not now en- 
gaged in rendering service in the 
state should seek to invade the terri- 
tory now served by one of the electric 
membership corporations or by one of 
the municipalities of the state of Ten- 
nessee which presently owns its own 
distribution system, and pursuant to 
such intention made application to the 
Railroad and Public Utilities Com- 
mission for a certificate of public 
convenience and necessity to enable it 
to engage in such a competitive en- 
terprise, it would be the clear duty of 
the Commission to deny such certifi- 
cate, though no explicit prohibition 
of such operation is to be found in 
any of the regulatory statutes. Ac- 
cordingly, if Kentucky-Tennessee 
Light and Power Company had no 
present operation in Jellico and sought 
authority to construct a modern up-to- 
date plant adequate to render service 
in competition with the plant of the 
city of Jellico, the Commission would 
almost certainly refuse to issue a cer- 
tificate of convenience and necessity 
on the basis that such operation 
would not be economically sound. By 
analogy, this is not greatly different 
from what the company seeks at the 
present time. The company has lost 
92 per cent of its Tennessee business 
to the city of Jellico, and asks the 


Commission to enabie it to take a 
fresh start in an effort to regain these 
lost customers. However, it still 
seeks to engage in this public service 
with an old and obsolescent plant, 
taking business from the city simply 
by virtue of the fact that it has an 
operation in another state which is 
able to provide a subsidy to absorb 
the specific losses on the Tennessee 
side of the line. 

The result that we have reached in 
this case is dictated by a careful esti- 
mation of the basic purpose which 
brought public utility commissions 
into being. The public services are 
so vital to the needs and convenience 
of modern society that regulatory 
bodies were established to assure the 
permanence of the agencies rendering 
such services. Corollary to this was 
the duty of requiring adequate serv- 
ice properly extended wherever eco- 
nomically feasible. Through this en- 
tire matter there has never been the 
slightest insistence on the part of the 
company that it is able permanently 
to assure the people of Jellico of such 
adequate and comprehensive electric 
service as the city offers them, nor is 
there any contention that the com- 
pany, even if it had the undisputed 
occupancy of Jellico, would be: able 
to guarantee a permanent rate struc- 
ture which would give the same bene- 
fits to the people of the community 
that the city promises. In fact, with 
the same breath the company is ask- 
ing to reduce its rates and is protest- 
ing that such rates, or even somewhat 
higher ones, are confiscatory of the 
company’s property. 

The company has never attempted 
to assert that it now has or in the 
future will have the ability to serve 
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the public welfare of the community 
better than the city of Jellico. 

The record in this case clearly in- 
dicates that some choice must be made 
that will best assure continuity of 
electric service to the people of Jellico. 
Faced with the necessity of making 
this choice, the Commission must act 
in the light of the record which was 
made before it, though some may feel 
that the rule announced is a harsh one. 
Though some hardship may fall upon 
the company, the Commission is of 
the opinion that, under the circum- 
stances presented, this is by far the 
lesser evil, and the result it reached 
will accomplish substantial justice and 
equity. 

The Commission will decline to 
permit the filing of the rates offered 
by Kentucky-Tennessee Light and 
Power Company on September 17, 
1941, and will permanently suspend 
these rates. The Commission points 
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out that the door remains open to the 
company to dismiss its chancery law- 
suit and operate upon the rates estab- 
lished by the Commission in its order 
dated August 23, 1939, which rates 
do not constitute a great disparity 
from those filed by the company in 
this proceeding. Operation on these 
rates which the Commission in its 
former opinion has found fair and 
reasonable to the company would 
serve to ameliorate any hardship 
which the latter may experience in 
the present situation. 

It is accordingly ordered by the 
Railroad and Public Utilities Com- 
mission that the schedules of rates 
filed on September 17, 1941, by the 
Kentucky-Tennessee Light and Pow- 
er Company, for electric service in 
Jellico, Tennessee, and suspended by 
order of the Commission dated Sep- 
tember 26, 1941, be and the same 
hereby are permanently suspended. 





















Security issues, § 112 — Competitive bidding — Exemption from rule. 
An industrial subsidiary of a registered holding company should be grant- 
ed an exemption from the competitive bidding requirements of Rule U-50 
(under the Holding Company Act) for the sale of bonds when the indus- 
trial company is a relatively small and highly specialized company seeking 
to refund bonds the maturities of which were extended pursuant to § 77B 
of the Bankruptcy Act, 11 USCA § 207, where earlier efforts to effect 
such refunding were not successful, where the total issue does not sub- 
stantially exceed the automatic exemption provided for in the rule itself, 
and where, among other factors, there is to be local distribution by the 


underwriters and local dealers. 


[September 27, 1941.] 
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Re Keyes Fibre Company 


[File No. 70-396, Release No. 3034.] 















RE KEYES FIBRE CO. 


PPLICATION by industrial subsidiary of registered holding 
A company for exemption from competitive bidding rule 
with respect to the issuance and sale of bonds; exemption 

granted. 


APPEARANCES: Oscar W. Hausser- 
mann of Haussermann, Davison and 
Shattuck for Keyes Fibre Company ; 
Harlow B. Lester and Edward F. 
McCabe of the Public Utilities Divi- 
sion of the Commission. 


By the Commission: The Keys 
Fibre Company is an industrial sub- 
sidiary of Central Maine Power Com- 
pany and New England Public Serv- 
ice Company, a registered holding 
company." The Keyes Fibre Com- 
pany (“Applicant”) proposes to is- 
sue and sell $1,400,000 of first mort- 
gage sinking fund 4} per cent bonds 
to mature in 1956, to refund $1,125,- 
000 of 6 per cent serial bonds, to pay 
a bank loan of $100,000 and to pay 
an indebtedness of its subsidiary 
amounting to approximately $72,000, 
which Applicant has endorsed. An 
application was filed pursuant to § 6 
(b) of the act, 15 USCA § 79f, and 
also pursuant to paragraph (a) (5) 
of Rule U-50, requesting exemption 
of the sale of these bonds from com- 
petitive bidding. These findings are 





1 Outstanding capital stock of Keyes Fibre 
Company is owned as of July 31, 1941: 


Per Cent Owned by 
Central Maine New England 
Power Public Service 
Company* Company 


16% 
9% 
20% 
* Central Maine Power Company is a sub- 


sidiary of New England Public Service Com- 
pany. 


Prior Preferred 
(voting) 
Preferred 


¥ 


concerned only with the exemption 
from competitive bidding.* 

The Applicant is an industrial com- 
pany engaged in the manufacture and 
sale of pulpwood products. The Ap- 
plicant’s groundwood pulp mill is lo- 
cated at Shawmut, Maine, and the 
manufacturing plant is located partly 
in Fairfield and partly in Waterville, 
Maine. 

Applicant had total assets of $3,- 
205,025 as of July 31, 1941. Appli- 
cant is a highly specialized manufac- 
turing company engaged in the pro- 
duction of moulded pulpwood plates 
and dishes and egg packing material. 

In 1935 a predecessor of Applicant, 
Keyes Fibre Company, Inc., found 
it necessary to extend the maturity on 
its outstanding funded debt and re- 
course was had to § 77B of the Na- 
tional Bankruptcy Act, 11 USCA 
§ 207. Pursuant to the plan of re- 
organization, dated January 5, 1935, 
the Applicant acquired the assets and 
assumed the funded debt of the prede- 
cessor company. 


During the past year the Applicant 
sought to effect a refunding of the 
outstanding 6 per cent bonds in order 
to reduce the interest and sinking- 


fund payments. A number of pro- 
posals were made to the Applicant but 
none met the needs of the Applicant 
and for a time the refunding plans 
were abandoned. In July, 1941, 


2The § 6 (b) application will be disposed 
of later. 
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Coffin & Burr, Incorporated, pro- 
posed the present refunding plan. 

Coffin & Burr, Incorporated, has its 
main office in Boston, Massachusetts, 
and also has offices in Portland and 
Rockland, Maine. It is contemplated 
that approximately 70 per cent of the 
bonds will be distributed in Maine and 
Massachusetts through the offices of 
the underwriter and local distributing 
houses. The proposed underwriter 
has estimated that approximately six 
weeks will be required to effect a suc- 
cessful distribution of this issue. 

We believe that the sale of these 
bonds should be exempt from para- 
graphs (b) and (c) of Rule U-50. 
We have given consideration to the 
fact that Keyes Fibre Company is a 
relatively small and highly specialized 
industrial company seeking to refund 
6 per cent bonds, the maturities of 
which were extended pursuant to 
§ 77B of the National Bankruptcy 
Act, that earlier efforts to effect such 
refunding were not successful, that 
the total issue does not substantially 
exceed the automatic exemption pro- 
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vided for in the rule itself, and that 
one of the characteristics of the un- 
derwriting of an issue of a company 
engaged in a competitive industry is 
an extensive examination of such 
company’s competitive position in the 
industry, including its position as to 
patents and manufacturing methods, 
In addition we have given considera- 
tion to the local distribution of this 
issue by the underwriter and by local 
dealers together with the fact that it 
is estimated that not less than six 
weeks will be required to effect a suc- 
cessful distribution, and to other fac- 
tors. 

It is doubtful whether any of the 
foregoing considerations, taken alone, 
would be sufficient to warrant the 
granting of an exemption. It is the 
particular combination of circum- 
stances found in this record which 
leads us to the conclusion that the 
exemption should be granted here. 
Our decision should not be regarded 
as a precedent in future cases. 


An appropriate order will issue. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Commonwealth Telephone Company 


[2-U-1628.] 








Rates, § 144 — Reasonableness — Cost of service — Telephone exchanges. 


1. One city should not be burdened with the costs of furnishing telephone 
service to distant exchanges having no community of interest with it, 


p. 82. 


Rates, § 536 — Telephone — Value of service — Separate communities — Bur- 


den of cost. 


2. The fact that the value of service to a subscriber in a large community 
may be such as to permit the application of a telephone rate in excess of 
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the cost of that service does not mean that such additional revenues should 
be so applied as to help carry the costs of service in other and smaller 
communities with which the larger city has no community of interest, 


p. 82. 
Return, § 80 — Reasonableness as a whole — System-wide or local-area basis — 
Telephone. 


3. The reasonableness of proposed telephone rates should be determined 
on the basis of the earnings of the individual exchanges, instead of being 
based upon over-all earnings irrespective of the rates of return earned at 
individual exchanges, where most of the exchanges are not physically in- 
terconnected by means of company-owned lines, the toll system is relatively 
small, and there is no showing of a community of interest between any 
of the exchanges involved or all the company’s exchanges which would 
justify treatment on a system-wide basis, p. 82. 


Valuation, § 104 — Accrued depreciation — Reserve as measure. 
4. The book depreciation reserve, as adjusted, should be deducted from 
gross property and plant when no depreciation studies are introduced and 
the reserve represents the amount which the company has reserved out of 
gross income to provide for depreciation at rates certified as reasonable by 
the Commission pursuant to § 196.09, Statutes, and as to which no data 
have been submitted to show that such certified rates are unreasonably high, 
p. 85. 

Valuation, § 224 — Plant under construction. 
5. Telephone plant under construction should be excluded from the rate 
base, as property not presently used and useful for the rendition of utility 
service, where no allowance has been made in operating income accounts 
for additional revenues to be received from such plant and the company 
makes charges for interest during construction, p. 86. 


Valuation, § 213 — Property for future use. 
6. Telephone plant held for future utility use should be excluded from the 
rate base when there is nothing in the record to disclose any plan for im- 


mediate use of such property, p. 860. 


Valuation, § 22 — Price level allowance — Plant acquisition adjustment account. 
7. An amount covering net price level allowance of telephone plant ac- 
quisition adjustment account was included in the rate base of a telephone 
company in the absence of any appraisals or other evidence as to the pres- 
ent value of the company’s property, p. 86. 


Valuation, § 330 — Going value — Plant acquisition adjustment account. 
8. An amount representing the going value portion of telephone plant ac- 
quisition adjustment account was disallowed in the determination of a 
rate base but was given consideration in the rate of return allowed, p. 


86. 


Valuation, § 193 — Property not used or useful. 
9. Miscellaneous physical property not presently used and useful should 
be excluded from the rate base, p. 87. 


Valuation, § 294 — Working funds — Cash in hands of employees. 
10. Working funds representing cash maintained in the hands of em- 
ployees should be included in the rate base of a telephone company, p. 87. 
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Valuation, § 294 — Working capital — Bank balances. 


11. Minimum bank balances in local banks were allowed in the rate base 
of a telephone company, but minimum bank balances in a bank where the 
general offices were located were disallowed in view of accounting calcula- 
tions indicating that sufficient cash was available there to avoid any sub- 
stantial bank service charges, p. 87. 


Apportionment, § 61 — Telephone rate base. 


12. The rate base of a telephone company was allocated to exchanges and 
the toll system by taking gross book value for each exchange, adding gen- 
eral office fixed capital distributed to exchanges and toll system on the basis 
of the arithmetic average of the ratios of total gross telephone plant in 
service, maintenance, traffic, and commercial expense to the amount for 
each exchange and the toll system, and from the resulting amount deduct- 
ing the proportionate share of the depreciation reserve applicable to the 
exchange and the general office plant, p. 88. 


Apportionment, § 53 — Materials and supplies — Telephone exchanges and toll 
system. 

13. Materials and supplies were distributed to telephone exchanges and 
toll system on the basis of the ratio of gross telephone plant in service for 
each exchange and the toll system to the total gross telephone plant for 
the company as a whole, while cash working capital and working funds 
were distributed to the exchanges and toil system on the basis of the ratio 
of total operating expense (before depreciation, amortization, and taxes) to 
the amount for each exchange and the toll system, p. 88. 


Apportionment, § 61 — Telephone rate base — Prepayment — Exchanges and 
toll system. 


14. Prepayments were distributed to telephone exchanges and toll system 
by the use of the arithmetic average of the ratio of total gross telephone 


plant in service, maintenance, traffic, and commercial expense to the amount 
for each exchange and the toll system, p. 88. 


Apportionment, § 61 — Bank balances — Telephone exchanges. 


15. Bank balances were distributed to telephone exchanges based on the 
amount on deposit at each exchange location, p. 88. 


Depreciation, § 23 — Annual allowance — Certified amount under statute. 
16. A claim for annual depreciation, in a rate case, in excess of the de- 
preciation rates certified by the Commission pursuant to § 196.09 (5), 
Statutes, should be disallowed in the absence of evidence to indicate that 
the present certified depreciation rates are insufficient, p. 90. 


Expenses, § 99 — Prospective wage increases. 


17. A claim for additional telephone operators’ wages to be incurred should 
be disallowed in a rate proceeding when there is nothing submitted to show 
that the company will actually incur the liability to the extent of the 
amount claimed, particularly where future increases in operating revenues 
are not taken into consideration, while past experience has indicated that 
revenues have been increasing in an amount more than sufficient to offset 
any anticipated increases in operators’ wages expense, p. 90. 


Revenues, § 13 — Rent from excluded property. 


18. An amount received from rent on miscellaneous physical property which 
is excluded from the rate base should likewise be excluded from operating 
income, p. 91. 
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Rates, § 645 — Scope of proceeding. 


19. No action was taken to reduce the level of rates at exchanges where 
earnings were shown to be in excess of a reasonable return, in a proceeding 
on petition of a telephone company to increase rates, p. 94. 


Rates, § 203 — Unit for rate making — System-wide and local area bases — Tele- 


phone and electric utilities. 


Discussion of the difference in operations by telephone companies and elec- 
tric companies as bearing on the question whether rates should be made on 
a system-wide basis or on the basis of local areas involved, p. 82. 


[October 14, 1941.] 


PPLICATION by telephone company for authority to revise 
l \ and increase rates; increased rates authorized for certain 
exchanges and denied for others. 


By the Commission: This appli- 


cation was filed July 10, 1940. It 
seeks to revise and increase rates at 
68 exchanges at which the applicant 
renders service, and to secure approval 
of a schedule of rates, rules, and regu- 
lations governing the furnishing of 


telephone service at those exchanges. 


Hearing: August 15, 1940, at 


Madison. 


APPEARANCES: Commonwealth 
Telephone Company, by William 
Ryan, Attorney, Schubring, Ryan, Pe- 
tersen and Sutherland, Madison. In 
opposition: City of Reedsburg, by 
H. E. Kjorstad, City Attorney, and 
Gus Fondrie, Chamber of Commerce ; 
city of Portage, Philip Owens, City 
Attorney, W. L. Mohrs, Mayor, Wil- 
liam Crawhall, Alderman, and William 
Rhyme, Chamber of Commerce; city 
of Wausau, Phil Haberman, Assist- 
ent Secretary, League of Wisconsin 
Municipalities, for mayor, August C. 
Polster; city of Prairie du Chien, by 
F, J. Antoine, City Attorney; village 
of Belleville, by A. W. Franken of 
Bull, Biart, and Bieberstein, Attor- 
neys, Madison; Brooklyn Grange, 


[6] 


Louis Nelson, Brooklyn. Of the Com- 
mission staff: P. H. Porter, Chief 
Counsel. 


Adjourned hearing: December 11 
and 12, 1940, at Madison. 


APPEARANCES: Commonwealth 
Telephone Company by William Ryan, 
Attorney. In opposition: City of 
Portage, by Philip Owens, City At- 
torney ; city of Prairie du Chien, by F. 
J. Antoine, City Attorney; village of 
Belleville, by A. J. Bieberstein, At- 
torney. Of the Commission staff: 
Philip H. Porter, Chief Counsel. 
Briefs were filed by Messrs. Ryan, for 
the applicant, Owens for the city of 
Portage, and P. H. Porter for the 
Commission staff. 


This proceeding relates to the ap- 
plication of the Commonwealth Tele- 
phone Company to increase rates at 
68 of its exchanges. The increase in 
revenue requested is $75,714.36, as 
set forth in detail in applicant’s Ex- 
hibit 1. The applicant bases its re- 
quest for increased revenues on the 
necessity of meeting increased operat- 
ing expenses totaling $72,472.20. De- 
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tails of these operating expense in- 
creases are also set forth in Exhibit 1. 
The difference between the proposed 
increase in revenues and the estimated 
increase in operating expenses, amount- 
ing to $3,098.30, would be available 
for additional return on investment. 

Although the additional expenses 
are attributable to all of the 110 ex- 
changes operated by applicant at the 
time of application, the company seeks 
to secure the additional revenue from 
increased rates at the 68 exchanges 
which it has selected. In the selection 
of exchanges for rate increases it ap- 
pears that applicant has in general in- 
included those exchanges at which the 
rates are relatively low as compared 
with other exchanges. Some excep- 
tions to this general method of selec- 
tion were made by excluding exchanges 
where applicant contemplates conver- 
sion to dial service and adjustment of 
rate schedules at a later date and those 
exchanges for which rates have recent- 
ly been prescribed in other proceedings. 
Apparently no consideration was given 
to the rate of return earned at the in- 
dividual exchanges included in the 
group of 68. Applicant has consist- 
ently taken the position that since over- 
all revenues are insufficient to meet in- 
creased operating expenses and pro- 
vide a reasonable over-all return, the 
exchanges with the lower rates should 
be required to yield such additional 
revenues as are needed. 


System-wide versus Local Area Basis 
for Determining Rates 


[1-3] The application appears to 
be based on the assumption that con- 
sideration must be given applicant’s 
over-all earnings irrespective of the 
rates of return earned at the individual 
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exchanges. It appears, therefore, at 
the outset, that we must determine 
whether the fixation of reasonable 
rates is to be made on a system-wide 
basis or on the basis of the local ex. 
change areas involved. At the present 
time the company operates 113 ex. 
changes scattered throughout the state. 
The territory within which the ex. 
changes are located comprises an area 
roughly 250 miles long from north to 
south, and 195 miles wide from east to 
west. Most of the exchanges are not 
physically interconnected by means of 
company-owned lines. Applicant’s 
toll system is relatively small and does 
not constitute a significant part of its 
operations. 

Section 196.03(2)*of the Statutes 
provides that: ‘For rate-making 
purposes the Commission may con- 
sider two or more municipalities as 
a regional unit where the same public 


utility serves said municipalities if in 
its opinion the public interest so re- 


quires.” For many years it has been 
our practice to treat telephone rates on 
an individual exchange basis. A nota- 
ble exception to this practice is found 
in the state-wide investigation of the 
rates of Wisconisn Telephone Com- 
pany, although in that case the action 
was on motion of the Commission 
looking toward a decrease in rates. In 
none of our orders in that proceeding 
was there a specific prescription of 
rates either for individual exchanges 
or for all of the exchanges involved. 
The statute cited above has been in- 
voked principally in cases involving 
the establishment of electric rates for 
which the considerations involved are 
quite different from those involved in 
fixing rates for a telephone system. 


A typical electric system serves a 
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number of municipalities both whole- 
sale and retail. Power generated by 
steam, water power, and internal com- 
bustion is fed into the system from 
various locations within and without 
the area served. Likewise, electric en- 
ergy is delivered at various points both 
within and without such area. As a 
consequence of such a method of op- 
eration, the electric energy on the 
transmission network cannot be identi- 
fied either as to its origin or as to its 
ultimate destination. Under the cir- 
cumstances, it is practically impossible 
with reference to any particular mu- 
nicipality on the system to make an ac- 
curate detailed cost allocation so that 
the actual cost of furnishing service 
thereto could be determined. On the 
basis of allocated costs, therefore, it is 
difficult or impossible to prescribe rates 
for individual municipalities served 
from an extensive electric network 


where there is present a diverse source 
of supply, a common intermediate net- 
work for transmission, and a com- 
mingled product which is finally de- 
livered to the ultimate consumer. 


Another important consideration re- 
lating to service from extensive elec- 
tric systems lies in the role which such 
systems have played in the extension of 
service to small communities. In 
many instances the extension of cen- 
tral station electric service to small 
communities has been supported by 
the revenues secured from the larger 
urban areas. The history of the ex- 
tension of electric service shows that 
service was not always available to the 
small communities and rural areas un- 
til interconnected transmission net- 
works had been developed. 

If we consider the applicant’s sys- 
tem in these particulars, a totally dif- 


ferent picture is presented. As previ- 
ously pointed out, the company does 
not own an extensive toll system. Its 
exchanges are scattered widely 
throughout the state, and few are in- 
terconnected by means of company- 
owned lines. As it exists today, the 
system consists of a number of ex- 
changes acquired through the absorp- 
tion, purchase, merger, and consolida- 
tion of many small telephone compa- 
nies. Its creation and existence for a 
number of years was essentially due 
to financial interests only rather than 
for the purpose of effecting an efficient 
operating entity. All of the large 
communities and, with few exceptions, 
all of the smaller communities now 
served had telephone service before the 
present company came into existence. 
Lacking the presence of diverse sources 
of supply, a common intermediate 
transmission network, and a com- 
mingled product ultimately delivered 
to the consumer, no great difficulty is 
experienced in determining the actual 
costs of operation of each individual 
exchange. Aside from the direct costs 
incurred in such operation, relatively 
simple cost allocations are required to 
determine with a reasonable degree of 
accuracy the true cost of rendering 
service at each of the exchanges. 

It is doubtful whether the consoli- 
dation of ownership of these 113 ex- 
changes into one corporation has had 
any substantial effect upon the ability 
of subscribers in rural areas and small 
communities to secure the benefits of 
telephone service. 

The total physical property and the 
value thereof stated in dollars, the 
number of stations, and the quantity 
of physical plant are large in amount, 
but it should be borne in mind that es- 
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sentially the company still remains a 
corporate combination of a number of 
small telephone companies. The in- 
corporation of the many exchanges in- 
to one company has contributed little, 
if anything, to the physical improve- 
ment of the telephone situation in the 
areas served which could not have been 
accomplished by the individual com- 
panies which eventually became a part 
of the Commonwealth Company. 

In the instant case there has been no 
showing of a community of interest 
between any of the 68 exchanges in- 
volved or all the company’s exchanges 
which would justify treatment on a 
system-wide basis. It hardly appears 
reasonable that the city of Wausau, 
for instance, should be burdened with 
the costs of furnishing service to dis- 
tant exchanges having no community 
of interest with Wausau. As a mat- 
ter of fact, the Wausau subscribers 
would likely be much more interested 
in the maintenance of good service and 
reasonable rates at many near-by com- 
munities not a part of the Common- 
wealth system. 


In the case of applicant company the 
principal grounds upon which fixation 
of rates on a system-wide basis could 
be established would be on the princi- 


ple of the value of the service. It isa 
well-known fact that in the larger com- 
munities the subjective value of serv- 
ice to individual subscribers is higher 
than in the smaller communities and 
rural areas. Asa result of this situa- 
tion, a telephone company can, and 
frequently does, secure rates from such 
subscribers which are higher than are 
necessary to meet the cost of service 
to them. This excess is then applied 
to meet in part the deficiency which is 
41 PUR(NS) 


incurred in furnishing service in small 
communities and rural areas where 
the subjective value of the service js 
low and where rates which are de- 
signed to meet the full cost of service 
would in many instances result in nu- 
merous disconnections of service, and 
extensive downward regrading of 
service. However, the fact that the 
value of service to a subscriber in 
large community may be such as to 
permit the application of a rate in ex- 
cess of the cost of that service does 
not mean that such additional revenues 
should be so applied as to help carry 
the costs of service in other and small- 
er communities with which the larger 
city has no community of interest. 

A further test of the value of serv- 
ice principle may be secured from a 
comparison of rates charged by the 
smaller telephone companies in com- 
munities of comparable size. In most 
instances in this state the smaller tele- 
phone companies are furnishing an 
adequate grade of service to the small- 
er communities at rates which in most 
cases are lower than present rates of 
Commonwealth Telephone Company 
and, in any event, lower than the rates 
which would have to be charged by 
this company if the company were to 
earn an adequate return at all of its 
exchanges. 

Our review of the testimony in this 
case and our knowledge of the general 
method of operation of the applicant 
lead us to conclude that the reasona- 
bleness of the proposed rates should 
be determined on the basis of the earn- 
ings of the individual exchanges. 


Rate Base 
As of December 31, 1939, the com- 





| Small 
where 
rice is 
€ de- 
€rvice 
n nu. 
and 
y tor 
t the 
in a 
aS to 
1 @x- 
does 
nues 
arry 
nall- 
rger 


ery- 


RE COMMONWEALTH TELEPHONE CO. 


pany claimed a rate base of $7,767,355. 
The items included are: 

1. Original cost of telephone plant 
in service. 

2. Book allowance for the price lev- 
el and going value portion of the tele- 
phone plant acquisition adjustment ac- 
count. 

3. Telephone plant under construc- 
tion. 

4. Property held for future tele- 
phone use. 

5. Miscellaneous physical property. 

6. Materials and supplies. 

7. Working funds used by employ- 
ees. 

8. Cash balances 


maintained in 


banks to eliminate service and mis- 
cellaneous charges. 
9. Working capital. 


During the course of the hearings 
H. G. Siepert of the accounts and 
finance department presented a report 
(Exhibit 3) of the result of a study 
relating to the original and book cost 
which had been made for the calendar 
year 1939 and for the twelve months 
ended June 30, 1940. Subsequently, 
in Exhibit 5 introduced by Mr. Pike 
of the Commonwealth Telephone Com- 
pany, the data used by Mr. Siepert as 
of June 30, 1940, were set up in com- 
parison with the amounts claimed by 
the company so as to show the differ- 
ences between the two witnesses in 
their final estimates of a rate base. 
These data are set forth in Table I 
attached. [Table omitted. ] 

With respect to the items shown in 
Table I, the following is noted: 

Item 1. There is no difference be- 
tween the company and the Commis- 
sion staff on the gross telephone plant 
in service, excluding Madison plant 
used by affiliated companies. 
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[4] Item 2. In Exhibit 3 the book 
depreciation reserve as adjusted has 
been deducted from the telephone plant 
in service, whereas no such deduction 
is provided in Exhibit 5 submitted by 
the company. The company apparent- 
ly takes the position that the book de- 
preciation reserve should not be de- 
ducted when original cost of telephone 
plant as defined in the Uniform Sys- 
tem of Accounts is used. On the oth- 
er hand, the witness for the company 
admitted that the “depreciation that 
exists in the property should be de- 
ducted from a valuation for the deter- 
mination of a rate base.” Since no 
depreciation studies have been intro- 
duced in this case, the best and only 
evidence of the correct amount of de- 
preciation which should be deducted 
from the book cost of the telephone 
plant in service is the book depreciation 
reserve as adjusted. This reserve rep- 
resents the amount which the company 
has reserved out of its gross income to 
provide for depreciation. It should 
also be pointed out that for the past 
several years the company has been 
charging as depreciation expense an 
amount based upon annual rates which 
have been certified as reasonable by 
this Commission pursuant to § 196.09, 
statutes. No data have been submit- 
ted in the record in this case to show 
that such certified rates are unreason- 
ably high. On the other hand, as will 
later appear in the discussion of operat- 
ing expenses, the company has made a 
claim for increased annual deprecia- 
tion rates. We must assume that the 
only basis upon which a claim for in- 
creased annual depreciation could be 
made was the company’s judgment 
that the present depreciation reserve 
had not been accumulating fast enough 
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and, therefore, was less than the de- 
preciation reserve requirement. Cer- 
tainly the company cannot consistently 
make a claim for an increased annual 
rate of depreciation and at the same 
time claim that its depreciation reserve 
is in excess of its actual existing de- 
preciation. 

The foregoing facts warrant the de- 
duction of the book reserve as adjust- 
ed from the gross property and plant. 

Item 3. Under item 3 the company 
apparently in error, has added back to 
the gross book value $31,994, which 
amount represents depreciation reserve 
applicable to Madison plant used by 
affliated companies. 

[5] Jtem 5. In Exhibit 5 the 
company has included an amount of 
$99,630 of telephone plant under con- 
struction which was excluded in Ex- 
hibit 3. It is contended that this item 
should be included in the rate base be- 
cause the company’s money is invested 
in the plant under construction, and 
such plant is a necessary part of the 
operations of the utility. We feel that 
the item should be excluded from the 
rate base because it is not property 
which is presently used and useful for 
the rendition of utility service, and, 
furthermore, no allowance has been 

made in the operating income ac- 
counts for the additional revenues 
which may be received when the tele- 
phone plant under construction is 
placed in service. Also, on certain 
items of construction involving a rela- 
tively long construction period, appli- 
cant’s practice is to charge interest on 
construction. The inclusion of a pro- 
vision for rate of return on property 
for which interest on construction has 
been capitalized would result in pro- 
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ducing a double rate of return on such 
property. 

[6] Item 6. In Exhibit 6 the com- 
pany has included $3,086 of telephone 
plant held for future utility use which 
has been excluded in Exhibit 3. The 
Uniform System of Accounts defines 
telephone plant held for future use as 
“property owned and held for im- 
minent use in telephone service urider 
a definite plan for such use.” There is 
nothing in the record to disclose any 
plan of the company for the immediate 
use of the property covered by this ac- 
count. It follows, therefore, that the 
amount of $3,086 should be excluded 
from the rate base because it is not now 
used and useful in the rendition of tele- 
phone service. 

[7] Item 7(a). In both Exhibits 
3 and 5 an amount of $344,508 cov- 
ering net price level allowance of the 
telephone plant acquisition adjustment 
account has been included in the cost 
to company rate base. In the absence 
of any appraisals or other evidence as 
to the present value of the company’s 
property, this item is included in the 
rate base. 

[8] Item 7(b). An amount of 
$297,413, representing the going value 
portion of the telephone plant acquisi- 
tion adjustment account is included in 
exhibits 3 and 5 in the rate bases de- 
termined on the basis of cost to the 
company including intangibles. This 
item will be disallowed in the determi- 
nation of a rate base but will be given 
consideration in the rate of return al- 
lowed. 

Attention is called to the fact that we 
propose to allow the company to amor- 
tize the price level adjustments of the 
acquisition adjustment account over a 
20-year period. This has the effect 
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of increasing the annual expenses ap- 
proximately. $19,485, which amount, 
in itself, represents a 6 per cent re- 
turn on about $325,000. In other 
words, the addition of price level al- 
lowance and its annual amortization 
will result in the equivalent of an in- 
crease in plant value of approximately 
10 per cent over the original cost. 

[9] Item 8. In Exhibits 5 there 
is included $42,906 of miscellaneous 
physical property. This property is 
not presently used and useful and it 
will be excluded from the rate base. 
The income included in the net revenue 
applicable to this property amounts to 
only $76 per year, which is equivalent 
to a return of approximately one-fifth 
of 1 per cent. 

Items 10 and 11. There are no dif- 
ferences between Exhibits 3 and 5 
relative to the items of materials and 


supplies and cash working capital. 
[10] Jtem 12. An amount of $7,- 
819, for working funds has been in- 
cluded in Exhibit 5. Apparently this 
represents cash which is maintained in 
the hands of the employees and thus is 
an investment upon which the company 


is entitled toearnareturn. Wecan see 
no objection to the inclusion of this 
item as a part of the rate base, and it 
will be included as an additional allow- 
ance over and above the amount pre- 
viously considered reasonable for cash 
working capital. 

[11] Item 13(a) and (b). In Ex- 
hibit 5 there has been included an al- 
lowance of $53,225 for minimum bank 
balances in local banks, and $82,894 
for minimum bank balances in a Mad- 
ison bank. These items have been the 
subject of considerable controversy 
and testimony. The company con- 
tends that as a policy of management 


it maintains these balances in banks for 
the purpose of establishing satisfactory 
credit records, to avoid service 
charges, and to avoid a charge by 
banks against employees for cashing 
pay checks. On the other hand, the 
company apparently does not know 
whether the cost of maintaining these 
bank balances is less than the service 
charges which are avoided by them. 
If the company were to earn a 6 per 
cent return on a rate base which in- 
cluded $136,119 as minimum bank 
balances necessary to conduct its busi- 
ness, the ratepayers would be required 
to contribute $8,167 as a return on 
that portion of the rate base. Since we 
have no estimate of the cost of service 
charges on bank balances if the 
amounts stated were not maintained, 
it is difficult to determine the reason- 
ableness of the inclusion of these items 
in the rate base. It appears, however, 
doubtful that the company would be 
required to pay any such sum as $8,167 
per year in service charges, especially 
since the analysis made by Mr. Siepert, 
Schedule A-13, Exhibit 3, indicates 
that the cash available would be be- 
tween approximately $65,000 and 
$113,000 most of the time, exclusive 
of cash available from time to time 
for depreciation expenses, interest, 
dividends, and surplus. 

It appears reasonable that the 
amount representing minimum bal- 
ances in local banks, totaling $53,225, 
be allowed. It is an increasingly cus- 
tomary practice of utilities to maintain 
a certain amount of cash in municipal- 
ities where they operate in order to 
carry on their business properly. The 
amount in the Madison bank is disal- 
lowed since the accounting calcula- 
tions referred to indicate that suffh- 
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cient cash is available there to avoid 
any substantial service charges. 

Item 14. Anamount of $9,582 cov- 
ering prepayments was included orig- 
inally in Exhibit 3 and has been ac- 
cepted by the company in Exhibit 5. 

Table II set forth below shows in 
detail the various items which have 
been added to the net book value in ar- 
riving at a rate base. 


Table II 

1. Telephone plant in service, ex- 
cluding Madison plant used by 
affiliated companies 

. Less depreciation reserve, ex- 
cluding amount applicable to 
Madison plant used by affiliat- 
ed companies 


$6,507,194 


1,363,393 

; Subtotal $5,143,801 

. Telephone plant acquisition ad- 
justment 

. Net price level allowance .... 344,508 

R Subtotal $5,488,309 

. Materials and supplies 

. Cash working capital 

. Working funds 

. Minimum bank balances 

. Local banks 

. Prepayments 


$5,804,877 


Rate base 


Allocated to 68 Exchanges 
Portion of rate base applicable to 
68 exchanges 
Portion of rate base applicable to 
all other exchanges 
Portion of rate base applicable to 
toll system 


$3,777,201 
1,643,675 
384,001 
$5,804,877 


[12-15] The rate base was allocat- 
ed to exchanges and the toll system in 
the following manner. The gross 
book value was obtained for each ex- 
change as set forth in Schedule B19, 
Exhibit 3. To this amount was added 
Madison general office fixed captial 
distributed to exchanges and toll sys- 
tem on the basis of the arithmetic av- 
erage of the ratios of the total gross 
telephone plant in service, mainte- 
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nance, traffic, and commercial expense 
to the amount for each exchange and 
the toll system. From the resulting 
amount was deducted the proportion- 
ate share of the depreciation reserve 
applicable to the exchange and the 
Madison general office plant. The 
price level portion of the telephone 
plant acquisition adjustment account 
was allocated in accordance with the 
amount applicable to each exchange as 
determined in connection with the orig- 
inal cost study in 2-U-984. Materials 
and supplies were distributed to the 
exchanges and toll system on the ba- 
sis of the ratio of the gross telephone 
plant in service for each exchange and 
the toll system to the total gross tele- 
phone plant in service for the company 
as a whole. Cash working capital and 
working funds were distributed to the 
exchanges and toll system on the basis 
of the ratio of total operating expense 
before depreciation, amortization, and 
taxes to the amount for each exchange 
and the toll system. Prepayments 
were distributed to exchanges and toll 
system by the use of the arithmetic 
average of the ratio of the total gross 
telephone plant in service, mainte- 
nance, traffic, and commercial expense 
to the amount for each exchange and 
the toll system. Bank balances were 
distributed to exchanges based on the 
amount on deposit at each exchange 
location. 


Operating Income 


There is set forth in Table III be- 
low an income statement for the com- 
pany as prepared and presented by the 
Commission’s accounts and finance de- 
partment, per books and as adjusted 
for the year ended June 30, 1940. 
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TABLE III 


Operating revenues : 
Local service revenues 
Toll service revenues 
Miscellaneous revenues 
Uncollectible operating revenues—debit 


Total operating revenues 
Operating expenses : 
Maintenance expenses 
Traffic expenses 
Commercial expenses 
General office salaries and expenses 
Other operating expenses 


Total before depreciation and taxes 


Depreciation 


Amortization of telephone plant acquisition adjustment .. 


Total operating expenses 


Net operating income 


The adjustments shown in the fore- 
going table have been accepted by the 
company with the exception of the ex- 
clusion of $76 for rent received from 
nonoperating property. However, the 


company has submitted a statement of 
additional adjustments which it be- 
lieves should be made to reflect the fu- 
ture trend in net operating income. 
These additional adjustments are set 
forth in column A of Table IV below. 
In column B are set forth the adjust- 
ment allowances which we have made. 


TABLE IV 


(A) (B) 
. Adjusted net operat- 
ing income $288,794 $288,794 
. Add net loss on ex- 
changes sold 118 118 
. Add depreciation on 
Madison plant used 
by affiliated compa- 
nies but for which 
the company was not 


reimbursed 2;899 2,899 





. Adjusted net operat- 


ing income ........ $291,811 $291,811 


. Additional 


. Proposed 





Per Books 


$1,019,165.02 
215,499.16 
27,143.70 
2,186.09 


As Adjusted 


$1,019,165.02 
234,808.15 
27,067.70 
2,186.09 





$1,259,621.79 


$233,263.23 
212,333.57 
109,635.77 
85,747.01 
27,172.67 


$1,278,854.78 


$236,114.23 
218,447.19 
109,713.10 
86,457.67 
22,672.67 





$668,152.25 


205,127.26 
9,965.22 
90,315.26 


$673,404.86 


197,905.46 
19,484.92 
99,265.56 





$973,559.99 


$990,060.80 





$286,061.80 


adjust- 
ments proposed by 
company 


. Deductions from net 


operating income 


. Deficiency in mainte- 


nance expense 
additional 
annual depreciation 


expenses 


. Estimated additional 


operators’ wages to 
be incurred in 1941 
over 1940 


. Loss of net operating 


income in Case 2-U- 
1456 


. Adjustment of state 


and Federal income 
taxes 


. Addition to net oper- 


ating income—Rent 
received on miscel- 
laneous physical 
property 


$288,793.98 


19,867 


19,403 


10,721 


4,350 


6,462 





. Summany of adjust- 


ments to net operat- 
income 


$60,727 $22,661 





. Adjusted net operat- 


ing income per com- 
pany .... 


vecnesiaany: ee 


$269,150 
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Maintenance Expense 


The company has submitted, esti- 
mated additional maintenance expenses 
of $19,867. This claim for additional 
maintenance expenses is based upon 
the fact that such expenses for the year 
ended June 30, 1940, are below nor- 
mal. It appears that the company is 
substantially correct in its claim, but 
it also appears that the additional 
amount claimed would raise the main- 
tenance expenses to a level above nor- 
mal. 

The company has used the average 
maintenance expense per station for 
the years 1937, 1938, and 1939 which 
amounts to $5.95 and has applied this 
figure to the number of telephones in 
service as of the end of June. Be- 
cause of the increase in the number of 
stations due to the seasonal resort 
business, it appears that the number 
of stations in service, as of the end of 
June, exceeds the amount which would 
represent a fair average for the num- 
ber of stations in service during the 
year. In order to adjust maintenance 
expenses to an estimated normal of 
$250,000 per year, plus $2,851 for ad- 
ditional maintenance payroll due to 
the requirements of the Wages and 
Hours Act, additional provision of 
$16,737, as shown in column B, Table 
IV, will be allowed. The total of 
$252,851 is somewhat less than the 
company’s estimate of $255,981, but 
it is in line with the maintenance ex- 
pense per books for the year 1939 
which amounts to $250,561. The al- 
lowance is also in excess of the com- 
pany’s forecast for 1940 which was 
$249,429.61 as shown in Schedule 5 
of Exhibit 5. 
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Depreciation Expense 


[16] The company has submitted 
an additional claim of $19,403 to in- 
crease its annual rate of depreciation 
to 4 per cent of the depreciable proper- 
ty provided that the increased rates re- 
quested are authorized. In _ other 
words, the company has requested us 
to allow an additional claim for annual 
depreciation expenses provided that we 
simultaneously allow an increase in 
rates which will provide additional 
revenues to cover such increase in de- 
preciation expense. The annual de- 
preciation expense, as shown in Table 
III, is based upon the application of 
depreciation rates certified for this 
company in Docket 2—U-748, dated 
April 30, 1935 (9 Wis PSCR 45). 
No evidence has been submitted to in- 
dicate that the present certified depre- 
ciation rates are insufficient, the com- 
posite being approximately 34 per 
cent of the depreciable property at this 
time. Section 196.09 (5), Statutes, 
provides that if reasonable and proper 
depreciation rates have been certified, 
such percentages shall be used in any 
proceeding involving the rates and 
practices of such public utility unless 
the percentages are found to be unrea- 
sonable at the time of such proceeding, 
in which case the Commission shall 
certify new rates. In view of the fact 
that the applicant has not submitted 
any mortality studies or other data 
showing that the presently certified 
rates are insufficient, the additional 
claim for annual depreciation will be 
disallowed. 


Operators’ Wages 
[17] The applicant has submitted 
a claim 


for additional operators’ 
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wages to be incurred in 1941 over 
1940 amounting to $10,721. This 
claim is based upon what is stated to be 
the company’s intention to pay opera- 
tors in training 30 cents per hour in 
place of 25 cents per hour, and an 
anticipated demand by other operators 
for a greater differential in wages over 
operators in training. Aside from the 
general statement that the company 
anticipated a demand for increased 
wages there has been nothing submit- 
ted in this record to show that the com- 
pany will actually incur the liability 
to the extent of the amount claimed. 
Even if such were the case it is appar- 
ent that this item could not be properly 
included in future operating expenses 
without at the same time taking into 
consideration future increases in oper- 
ating revenues. The experience of the 
company for the past several years has 
indicated that revenues have been in- 
creasing at the rate of approximately 2 
per cent per year. Such an increase 
in revenues is more than sufficient to 
offset any anticipated increases in op- 
erators’ wages expense. This addi- 
tional claim will, therefore, be disal- 
lowed. 


Loss of Net Operating Income in 
Docket 2-U-1456 

The company has included an item 
of $4,350 to cover the loss in net oper- 
ating revenues sustained as the result 
of our order in the Two Rivers Case 
[37 PUR(NS) 241]. This deduc- 
tion in net operating income will be 
allowed. 


Adjustment of State and Federal 
Income Taxes 


The company has included an ad- 
justment to reflect increased income 
taxes amounting to $6,462. This ad- 
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justment was intended primarily to 
take into account the reduction in 
amounts of depreciation expense for 
Federal income tax purposes for 43 
per cent to 44 per cent. However, the 
company erred in its adjustment of 
allowable depreciation expense by not 
deducting the depreciation charge to 
affliated companies for the use of 
Madison office equipment. In addi- 
tion, the company erred in its computa- 
tion of its adjustment of income taxes 
by not taking into account its estimate 
of additional maintenance expenses of 
$19,867 and additional operators’ 
wages of $10,721 which would have 
resulted in a tax saving of $8,515.64. 
The inclusion of these two amounts in 
the company’s computation of adjusted 
income taxes would have decreased 
taxes approximately $2,000 instead of 
increasing them $6,462. 

In view of the revisions which have 
been made in the estimate of adjusted 
net operating income, income taxes 
have been recomputed upon such ad- 
justed bases after taking into consid- 
eration a reduction of depreciation 
expense for tax purposes. Based on 
these revisions and using the effective 
tax rates for 1940 of 24 per cent for 
Federal income tax and the state in- 
come tax rate of approximately 7 per 
cent, an adjustment of $1,574 has been 
allowed. 


Rent Received from Miscellaneous 
Physical Property 

[18] The company has added to 
net operating income an amount of 
$76 received from rent on miscellane- 
ous physical property. Inasmuch as we 
have directed that such miscellaneous 
physical property be deducted from 
the rate base, the revenue received 
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therefrom should be likewise be ex- 
cluded from the operating income. 














Total Adjusted Net Operating Income 


Asa result of the adjustments which 
have been heretofore discussed, for 
the purposes of this proceeding the 
company’s net operating income is con- 
sidered to be $269,150. The rate base 
as heretofore determined was broken 
down to indicate the proportion ap- 
plicable to each of the 68 exchanges in- 
















































































































































































WISCONSIN PUBLIC SERVICE COMMISSION 


volved in this proceeding, as well as 
the balance of the exchanges and toll 
system. Likewise, the total net op- 
erating income of $269,150 was ap- 
portioned to each of the 68 exchanges 
and the balance of the exchanges and 
toll system. These data were then 
used to determine the rate of return 
for each exchange. The computations 
of the rate base, net operating income, 
and rate of return are shown in Section 
A of Table V attached hereto. 


TABLE V 
A B 
Adjusted Net Net Operat- 
Operating ing Income 
Income as of Rate of After Rate Rate of 
Line Name of Exchange Rate Base! June 30,19402 Return Adjustments’ Return 
0 to 250 Stations Per Cent Per Cent 
DAbbotstord sons. sd .ia eee $21,778 $38 177 $1,315 6.04 
CPBUERION: |. Aces sic deee esse 21,226 (335) (1.58) 347 1.63 
DEMAERMIO. ccbicietswweeinre as ski's 28,528 (57) (.20) 714 2.50 
A RIAPIGIAS: © ais 0;a10/0%0'oereis aoierecs 32,376 (496) (1.53) (375) 1.16 
DPSOINONS oo dievcicisisbvieduaras 15,476 (117) (.76) 309 2.00 
GOT UE 5.565:5, 6010's ae oa 'on's 11,751 (236) (2.01) (78) (.66) 
thse OS rr eee 4,050 (197) (.82) 64 27 
RMS HIRIAN 5 .:<e 6:0:6 0506.5’ viv ave 35,496 (542) (1.53) 534 1.50 
DMR DRE G5 ciscielansacieenisine 32,401 (726) (2.24) 298 92 
AUTIENWOOG:  eciosiieereinseesw ss 1,549 (193) (12.46) (94) (6.07) 
Be egy) ee 9,923 (325) (3.28) (73) (.74) 
EP UNIION Ao crate visin. cers eadteeions 4,991 35 .70 161 3.23 
NGM a calere cis! ataig ors iacalnre 36,943 1,710 4.63 1,780 481 
PATEGMOGED occ sexes see es 11,343 (256) (2.26) (40) (.35) 
(La Sr 12,845 663 5.16 800 6.23 
BG IEAONA. (6 67h os.c ces -e dene wav 21,927 25 ul 399 1.82 
VR CTS a 21,328 (434) (2.03) 155 73 
ER PRADEAAOD. oo sists case-nss 30,342 (95) (.31) 545 1.80 
TO MGEHIOWN: 6ocicscceceese 6,051 22 36 222 3.67 
POR 5 kn es see eesckeees 23,976 588 2.45 797 dae 
Pa RUBEIOR: -ichei cin sticnesiess 10,778 60 56 214 1.99 
Bee MEGENO. oi o:6:5:0:4.0:0:5s 00000 18,814 816 4.34 1,195 6.35 
Bast MSAIVATY” -5-64.6-v0 since 7,413 571 7.70 553 7.46 
(ol | Ses) 2s) 9,132 72) (.79) 126 1.38 
ZS: WNOTIN LAKE |... 6c ccaese 7,712 (76) (.99) 17 22 
FT AR aay, ©) Pc Sn cr 4,092 231 5.65 267 6.52 
EMBED ayes 0:0i00'd'e Re -sicinieis 6,270 (89) (1.42) 369 5.89 
BIOL. 5 oi eicnx cae «einen 22,223 257 1.16 775 3.49 
20; Soring “Brook 6.0.64 <6 12,725 (300) (2.36) (107) (.84) 
SO PONE AKC cosicscceccws 23,560 23 .10 330 1.40 
BES UNMEOETIO. pc ereic erorate:giete-e ocr 16,571 (239) (1.44) 72 A3 
See Se i a eee 11,525 (449) (3.90) 304 2.64 
Ba WPAMERE | a. So.g6ticsiawipenes > 14.113 (234) (1.66) (205) (1.45) 
BUI AL yAsbln ois «wavs aetna $569,228 $(81) (.01) $11,690 2.05 








1 Rate base apportioned to exchanges. 




















or revenues were made. 
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2 Based on adjustments as herein approved by Commission but before any rate adjustments. 
3 Same as adjusted net operating income as of June 30, 1940 after addition of proposed in- 
creased revenues due to rate increases and deduction for gross receipts tax and additional 
income taxes. Reapportionment of taxes also applies to exchanges where no changes in rates 
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. Muscoda : 22 (311) 
. New Holstein 30, 2,63 8.65 2,489 
7 2,296 
2,588 
32,62 a 768 
. Spring Green ¥y- A 1,438 
. Stratford ; v5 1,416 
. Suring 922 Loe 1,465 


1come, 
ection 


w A B 
ell as Adjusted Net Net Operat- 
ind toll Operating ing Income 
net op- Income as of Rateof After Rate Rate of 
vas ap- Line Name of Exchange Rate Base! June 30,19402 Return Adjustments? Return 
ri. 251 to 500 Stations 
anges . Belleville $582 ; $2,160 5.01 
es and . Brooklyn 329 358 ; 1,192 06 
. Elkhart Lake i ; baa 22 
€ then 3 891 2 
retu ,2 kK 1,125 8 
va tm Luxemburg { : 2,320 1 
ations . Mapleton 3 (. (191) : 
1 
1 


$1 O2 SIDS DNDN DONS UID POD 
NU OS 
NOMUNONIONNU 


pen ey 
WPWHESOCONIDi Ror 
wn 
a 
_ 


$12,148 2.08 $22,001 3.76 


501 to 1,000 Stations Per Cent Per Cent 
Adams 5 1.63 $2,748 4.94 
j 1,540 6.39 


Eagle River 

Kiel 

PAG MAINS. ksceccwawe as 
. Park Falls 


Le 
Z. 
3. 
4, 
5: 
6. 
7 
8. 
9. 


. Sun Prairie 

. Waterloo 

. Wisconsin Dells (Lyndon 
Station) 


own 


wn 
&| & 


$40,652 , $51,399 


1,001 to 2,000 Stations 
. Plymouth $8,918 6.53 $8,984 
. Portage 20,272 10.84 18,766 
. Reedsburg ; 4,885 6.94 4,815 
. Rice Lake 5 2,275 5,496 
. Richland Center (Bloom 
City Exch.) 8,790 8,065 
1 $583,691 $45,140 $46,126 


Over 2,000 Stations 
. Wausau $1,098,608 $80,799 $78,865 
Total 68 Exchanges ... $3,777,201 $178,658 $210,081 


All other exchanges ... 1,643,675 50,019 46,643 
Toll System 384,001 40,473 10.54 39,228 


Total Company .... $5,804,877 $269,150 4.64 $295,952 


1 Rate base apportioned to exchanges. 

2 Based on adjustments as herein approved by Commission but before any rate adjustments. 

3 Same as adjusted net operating income as of June 30, 1940 after addition of proposed in- 
creased revenues due to rate increases and deduction for gross receipts tax and additional 
income taxes. Reapportionment of taxes also applies to exchanges where no changes in rates 
or revenues were made. 
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These data show that in 49 of the 68 
exchanges the rates of return earned 
were sufficiently below a reasonable 
level as to allow applicant the full 
increase in rates which it proposed. 
It appears that at 12 of the remaining 
19 exchanges the rates of return 
earned are such as not to warrant any 
increase in basic rates. For the other 
seven exchanges it appears that the 
rates of return presently being earned 
are such as to permit a portion of the 
increase in rates which has been pro- 
posed by the company. 

[19] Section A of Table V shows 
that earnings at some exchanges are 
in excess of a reasonable return. Since 
this is a proceeding on petition of the 
company to increase rates, no action 
is taken herein to reduce the level of 
the rates at such exchanges. The opin- 
ion and order herein should not be con- 
strued as approval of either the rates 
or the rate of return earned at these 
exchanges. 

In Section B of Table V there is 
shown the net operating income after 
adjustments for the increased rates al- 
lowed and consequent adjustments in 
income tax and gross revenue tax. 
Section B of Table V also shows the 
rates of return which will be earned 
after the increases in rates allowed are 
reflected in the net operating income. 
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The application of the rates herein 
prescribed will result in gross increase 
of charges to subscribers of approxi- 
mately $42,484. This figure takes no 
consideration of regrading of subscrib- 
ers, nor of possible loss of subscribers 
through the application of the in- 
creased rate. Nor does it comprehend 
all changes that may be effected by the 
application of the schedules of rates 
and rules in Appendix B. 

It should be noted (1) that in the 
case of the Luxemberg exchange the 
proposed increase in switching rates 
has been disallowed because of the or- 
der of the Commission in 2-U-807, 
dated July 24, 1935 (10 Wis PSCR 
96), after a specific investigation of 
the cost of switching service at this 
exchange; (2) at the Wausau ex- 
change the rates set forth in Appendix 
A are to be applied in the local base 
rate area proposed by the applicant, 
resulting in the cancellation of the 
zone rates now effective. 

The city attorney of Portage has 
moved that on the basis of the record 
herein, present schedules of rates at 
that exchange be reduced. Inasmuch 


as the matter before us is the applica- 
tion of the company to increase rates, 
we do not consider that it is within our 
province in this proceeding to grant 
that motion. 
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Re New York State Railways 


(Syracuse 


[Case No. 


System) 


8965.] 


Accounting, § 29.1 — Organization expense — Creation of corporation. 


1. Fees paid to public authorities and other necessary expenditures in con- 
nection with the creation of a new corporation, including attorneys’ serv- 
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ices, if reasonable in amount, are properly chargeable to organization ex- 
pense account, p. 98. 

Accounting, § 29.1 — Organization expense — Reorganized corporation. 
2. Expenses incurred in taking testimony relating to the organization of a 
public utility company, in reorganization proceedings, are properly charge- 
able to organization expense account, p. 98. 

Accounting, § 29.1 — Organization expense — Reorganizution — Trustee’s ex- 

pense. 

3. The expenses incurred by the trustees of a public utility corporation go- 
ing through reorganization, in attending the hearings relating to the or- 
ganization of the successor corporation, are not properly chargeable to the 
organization expense account of the new corporation, p. 98. 


Accounting, § 29.1 — Organization expense — Legal services. 
4. The expense of legal services rendered in preparing a certificate of or- 
ganization and in presenting, at reorganization hearings, the facts upon 
which the organization structure of the new corporation are founded, 
should be entered in the organization expense account of the new corpora- 
tion, p. 98. 

Accounting, § 29.1 — Organization expense — Reorganization expenses of prede- 

cessor. 

5. The expenses incurred by a reorganization committee for its services 
in appearing in a reorganization proceeding, preparing the plan of reor- 
ganization, and attending hearings before the Commission for approval of 
the plan may not be entered as organization expenses on the books of the 
successor corporation, since they were services rendered for the bond- 
holders of the old corporation, p. 98. 


Accounting, § 12.1 — Reorganization expenses. 

6. The preparation of various orders whereby the Federal district court 
made allowances to pay engineers and accountants for making an examina- 
tion of property and accounts of a corporation going through reorganiza- 
tion proceedings, to determine the original cost of the property, the ac- 
crued depreciation, and what property was used or useful, are not proper 
charges to capital accounts or operating expense accounts of a new cor- 
poration emerging from the reorganization proceeding, p. 99. 


Accounting, § 29.1 — Organization expense — Reorganization. 

7. The preparation of the necessary instruments, papers, and documents 
for the organization of a new transit company, including preparation of a 
certificate to be filed with the secretary of state, upon reorganization of 
the original corporation, and services rendered in securing an amendment 
by the legislature permitting the original company, which was composed of 
three systems, to be reorganized in more than one separate part, relate to 
organization of the new corporation, and are, therefore, chargeable to the 
organization expense account of the successor corporation, p. 99. 


Accounting, § 29.1 — Organisation expense — Reorganization. 
8. The services for the preparation and printing of a deed and transfer 
stamps to be used on the transfer of the property of a corporation going 
through reorganization to the successor corporation are not chargeable to 
the organization expense account of the new corporation, p. 99. 


Accounting, § 29.1 — Organization expense — Reorganization. 
9. The preparation of bylaws of a successor corporation and of the cer- 
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tificate of reorganization of the original corporation to be filed with the 
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secretary of state, are properly chargeable to the organization expense 
account of the successor corporation, p. 99. 


Accounting, § 12.1 — Reorganization expenses. 


10. Payments to engineers and accountants for examining the property 
of a corporation going through reorganization and for adjusting book ac- 
counts of the trustee to conform to their findings are not items to be charged 
to the capital accounts of the new corporation emerging from the reorganiza- 


tion proceedings, p. 103. 


Accounting, § 29.1 — Organization expense. 


11. Organization taxes, filing fee for filing a certificate of organization, and 
three certified copies of the certificate, are properly chargeable to the or- 
ganization expense account of a corporation, p. 104. 


Accounting, § 29.1 — Organization expense — Filing deeds. 


12. The charge for filing deeds 


in the county clerk’s office rust be paid 


by the company acquiring property and, as such, may be entered on the 
books of a new company acquiring property from the original company 
going through reorganization proceedings, p. 105. 


[October 21, 1941.] 


I NVESTIGATION of statement 


of organisation expenses of cor- 


poration emerging from reorganisation proceeding ; approved 


nm 


APPEARANCES: Gay H. Brown, 
Counsel (by J. Herbert Gilroy, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Willis H. Michell, 
Syracuse, Attorney, for Syracuse 
Transit Corporation. 


BREWSTER, Commissioner: Under 
date of January 4, 1939, the Commis- 
sion adopted an order approving a 
plan of reorganization of New York 
State Railways (Syracuse system), 
and the secretary of the Commission 
thereafter, as directed by the Commis- 
sion, executed a certificate of ap- 
proval. 

The order provided that before the 
books and accounts of the new corpo- 
ration were opened all entries should 
be submitted to and be approved by 
the Commission. 

Thereafter, the Syracuse Transit 
Corporation submitted to the Com- 
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part. 
¥ 


mission proposed journal entries for 
the opening of the books of the cor- 
poration as of November 22, 1939. 

Under date of March 19, 1940, the 
Commission made an order approving 
the journal entries submitted with cer- 
tain corrections thereto as made by the 
Commission’s accounting division. 
This order provided that the journal 
entries to be so made on the books 
were to be subject to such changes and 
corrections as might be directed by the 
Commission as the result of an exam- 
ination. 

The journal entries submitted did 
not include claims of the corporation 
for organization expense. Thereaft- 
er, certain additional entries were sub- 
mitted and approved to cover pay- 
ments of cash made by Benjamin FE. 
Tilton, as trustee of New York State 
Railways, to Syracuse Transit Cor- 
poration. 
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Under date of August 8, 1940, Ben- 
jamin E. Tilton as president of the 
Syracuse Transit Corporation, wrote 
to the Commission transmitting a 
statement of proposed journal entries 
to the account “Organization” for the 
period to July 31, 1940. That state- 
ment was as follows: 


Under the plan of reorganization 
carried out, the new corporation was 
not created by the filing of a separate 
certificate of incorporation but was 
created under the provisions of the 
statute permitting the filing of a cer- 
tificate of reorganization with the sec- 
retary of state, thereby creating a suc- 


SYRACUSE TRANSIT CORPORATION 
Statement of Organization Expenses to July 31, 1940 


Colson © Bic hide ccescanccis 298 pages testimony on reorganization 


Mr. B. E. Tilton 

Mr. W. H. Michell 

Mr. H. L. Reichart 

Jonathan M. Steere 
Frederick J. Lisman 

Sifford Pearre 

Adolphe H. Wenzell 

John P. White 

Duane, Morris & Heckscher . 
Carl E. Dorr 

Archibald L. Jackson 

W. M. Rauguell 

E. F. Jannott 

Frederick C. Carr 

R. G. Lyon 

Eagan Real Estate, Inc. .......4 A ppraisal 
H. E. Bean & Assts. ........-4 Assisting P. S 
Cc. C. Brown 

R. J. Nicholson 
Clerks-Accounting Dept. ...... 
Martin & Lyle 

Onondaga County Clerk 


Printing 


State of New York 
State of New York 
State of New York 
Onondaga County 
John C. Moore 


Filing deeds 


Remington Rand .........e0e- BZ EAeNS AN SOONG: iv vine ncn ccs cnvewcdevceeence 
G PaTeeeS SI) SINS oe eo 6 sie Nw os wean wic gee enemas 
Tabs for binders 

Syracuse Transit Co. minute book 5.39 


W. H. H. Chamberlain 
Remington Rand 
Syracuse & Valley Land Co. ... 


Thereafter, Mr. Nicholson, auditor 
for the company, corrected the state- 
ment by reducing the printing bill of 
Martin & Lyle from $2,076.07 to $1,- 
352.07 and by adding an item paid 
to the Security Bank Note Company 
for script certificates and income notes 
of $734, making a total of $49,697.21 
claimed by the company for organiza- 
tion expenses. 

[7] 


Recording deed of conveyance 

State of New York ........... Organization tax 

Certificate of organization filing fee 

3 certified copies of certificate of organization 
Transfer stamps 


Attending hearings 
Attending hearings 
Attending hearings 


} Attorneys for reorganization committee 


P. S. C. engineer 
P. S. C. accountant 


P.S.C. Tr. accountant 


. C. engineer and accountants ........ 
\ssisting P.S.C. engineer and accountants ........ 
Hearings and preparing data 

Preparing data 


3,250.00 
25.00 
17.85 
83.56 
49.05 

118.42 
328.11 
30.35 


$49,687.21 


cessor corporation under the name 
“Syracuse Transit Corporation.” 
This corporation was a new corporate 
entity and received the operating prop- 
erties of the old corporation free and 
clear of liens. Certain of the security 
holders of the old corporation received 
the securities of the new corporation 
but stockholders of the old corpora- 
tion received no securities in the new 
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corporation and the proportionate in- 
terest of the security holders in the 
new corporation is not the same as in 
the old corporation. After the crea- 
tion of the new corporation the trus- 
tee of New York State Railways 
(Syracuse system) transferred to cer- 
tain nomineees of the Bondholders’ 
Committee the assets which he held 
and the nominees in turn transferred 
them to the new corporation. 

[1-4] Fees paid to public author- 
ities and other necessary expenditures 
in connection with the creating of a 
new corporation, including attorneys 
services, if reasonable in amount, are 
a proper cost of organization. 

The item of $119.20 for 298 pages 
of testimony in the reorganization pro- 
ceeding before the Commission does 
not cover all of the testimony in this 
proceeding. There were more than 


The 


700 pages of testimony taken. 
first plan of reorganization presented 


was rejected. Testimony as to the 
modified plan was presented there- 
after and a large part of it relates to 
the method of organization of the 
Syracuse Transit Corporation. The 
charge here presented by Colson & 
Brice appears to be for that part of 
the testimony relating to organization 
of the Syracuse Transit Corporation 
in this proceeding. I believe that the 
$119.20 of expenditures is reasonable 
in amount for that part of the testi- 
mony relating to organization of the 
new corporation and should be prop- 
erly classed as an “Organization” ex- 
pense. 

The expenses of Mr. Tilton as trus- 
tee of New York State Railways in 
attending the hearings do not appear 
to be proper charges to organization 
of the new corporation. Mr. Tilton 
41 PUR(NS) 
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attended these hearings as trustee of 
the old corporation and his expenses 
are a proper charge to the expenses of 
reorganization of the old corporation 
and the preservation of the assets 
thereof until disposal but do not relate 
to the organization of the new corpo. 
ration and are not a proper charge to 
the “Organization Account.” 

The expenses of Mr. Michell, as 
attorney for the trustee, in attending 
the hearings before the Commission 
($237) are in a somewhat different 
category than those of Mr. Tilton, 
The testimony indicates that Mr, 
Michell as attorney for the trustee co- 
Operated with the attorneys for the 
reorganization committee in preparing 
the necessary certificate of organiza- 
tion and in presenting at the hearings 
the facts upon which the organization 
structure of the new corporation is 
founded. The expense items for Mr. 
Michell do not appear to be excessive 
in amount and may be properly al- 
lowed as expenses of “Organization.” 


Reorganization Committee 


[5] These expenses totaling $8, 
042.47 are allowances made by the 
court to the reorganization commit- 
tee and are set forth in Exhibit 39, 
which exhibit is the petition of the 
Syracuse Reorganization Committee 
for an allowance for services and dis- 
bursements presented to the district 
court. The petition has attached to 
it an affidavit from Jonathan M. 
Steere, chairman of the reorganiza- 
tion committee, and sets forth the 
nature of the services and there is a 
statement of the items by day and date 
from January 9, 1934, to and includ- 
ing October 30, 1939. 

The affidavit of Mr. Steere and the 
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itemized statement indicate that these 
services were performed by the com- 
mittee in an effort to protect the in- 
terest of bondholders holding bonds 
of New York State Railways (Syra- 
cuse system). There are set forth 
numbers of appearances before the 
United States Court in the reorganiza- 
tion proceeding, meetings of the re- 
organization committee, efforts in pre- 
paring the plan of reorganization, at- 
tending hearings before the Commis- 
sion for approval of the reorganiza- 
tion plan, etc. 

These services appear not to be 
services rendered for the new corpo- 
ration but services rendered for the 
bondholders of the old corporation 
and for which allowances were prop- 
erly made by the court as a part of the 
reorganization proceeding. These are 
not the type of services which should 
be capitalized by the new corporation. 


Attorneys for Reorganization 


Committee :—$24,345.86 


[6-9] Three firms of attorneys rep- 
resented the reorganization committee 
in its proceedings before the United 
States Court and the Commission. 
Duane, Morris & Heckscher of Phila- 
delphia with Carl E. Dorr of Syracuse 
as associate counsel, who attended to 
the legal phases of the matters. Archi- 
bald L. Jackson of New York city, 
representing some bondholders inter- 
ests, was also associate counsel, but 
appears to have rendered considerably 
less service than the other two firms. 

It appears that the three firms made 
application to the court for an allow- 
ance of $42,000 and an allowance was 
made by the court in an amount of 
$22,500. At the hearing in this pro- 
ceeding before the Commission held 


on January 30, 1941, Mr. Dorr testi- 
fied as to these services, stating that 
in endeavoring to arrive at the por- 
tion of the services which in his opin- 
ion were proper charges for matters 
entering into the organization of the 
Syracuse Transit Corporation, he 
eliminated from the itemized bill of 
Duane, Morris & Heckscher and from 
his bill all items for work performed 
prior to June 1, 1936, that being the 
date of the plan of reorganization as 
presented to the court and to the Com- 
mission. 

Mr. Dorr set forth as the list of 
services performed during the period 
for which he believed the company 
should be permitted to set up the 
charges in the Organization account 
the following: 

“The preparation of necessary pa- 
pers for the submission to the United 
States district court of the plan of re- 
organization, dated June 1, 1936, be- 
ing Exhibit No. 36 in this case; the 
hearings before the United States dis- 
trict court on that plan, the prepara- 
tion of and in giving of this evidence 
brought before the Federal court; in 
the matter of securing the various or- 
ders whereby certain engineers and ac- 
countants were paid approximately 
$8,000 by the trustees of the New 
York State Railways for making an 
examination and report to the Public 
Service Commission upon the value of 
the property of the Syracuse lines of 
the New York State Railways; the 
preparing for, attending and checking 
over in hearings before the Public 
Service Commission under the plan 
dated June 1, 1936, being Exhibit 36, 
under the modified plan which is Ex- 
hibit 37 in these proceedings, the mod- 
ification of the modified plan so as to 
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substitute 65,000 shares of no par val- 
ue instead of 325,000 shares of one- 
dollar par value stock, common 
stock; the approval by the Public 
Service Commission and the Unit- 
ed States district court of the nec- 
essary instruments, papers, and docu- 
ments for the organization of the 
Syracuse Transit Corporation, and the 
transfer of properties thereto; the ex- 
amination of authority for the prepa- 
ration of briefs to the Public Service 
Commission after the completion of 
the hearing; the study of the advisory 
opinion of the Public Service Com- 
mission dated April 20th, 1938, and 
the proceedings taken in the United 
States district court to draft a modi- 
fied plan so as to conform to the sug- 
gestions contained in the opinion, and 
the further modification of that plan 
by changing, as I have already stated, 
to no par value common stock; secur- 
ing information for preparing the fol- 
lowing instruments, to wit: the agree- 
ment between Benjamin E. Tilton, 
trustee, John M. White and J. M. 
Johnson, which agreement has been 
designated as A~-1, consisting of four 
pages; a deed of conveyance between 
Tilton, as trustee, and White and 
Johnson, designated as A-2, consist- 
ing of 105 pages; the certificate of re- 
organization of the Syracuse Transit 
Corporation, including services in se- 
curing an amendment by the legisla- 
ture of the state of New York of the 
stock corporation law so as to permit 
the New York State Railways to be 
reorganized in more than one separate 
part, the said certificate being desig- 
nated as B-1, consisting of 14 pages; 
the preparation of the bylaws of 
the Syracuse Transit. Corporation, 
designated as B-2, consisting of 
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13 pages; the agreement between 
White and Johnson and the Syracuse 
Transit Corporation, designated as 
C-1, consisting of 15 pages: the 
deed of conveyance from White & 
Johnson to the Syracuse Transit Cor. 
poration, designated as C-2, consist. 
ing of 7 pages; the deed of con. 
veyance of White & Johnson to the 
Syracuse Valley Land Company, 
designated as C-2 sub., consisting of 
6 pages; and the preparation of the 
trust indenture executed by the Syra- 
cuse Transit Corporation and Girard 
Trust, as trustee, relating to the is- 
sue of income notes, designated as D- 
1, consisting of 67 pages; and doing 
all other necessary work to organize 
the Syracuse Transit Corporation and 
to transfer the Syracuse property of 
the New York State Railways to it, 
or the Syracuse Valley Land Compa- 
ny.” 

Mr. Dorr stated that in his opinion 
for that portion of the work per- 
formed which he considered as organ- 
ization expenses there should be al- 
lowed an amount of $15,000 out of 
the total of $22,500 granted by the 
court. In stating how he arrived at 
this opinion he stated that he eliminat- 
ed all services prior to June 1, 1936, 
from both bills of the senior counsel 
and his bills as associate counsel, and 
that the average of the amount ex- 
cluded was 24 per cent of the entire 
bill, that he deducted 24 per cent of 
the $22,500 which left $17,100. Next 
he excluded from the remaining 67 
pages of Mr. Morris’ bill and 42 pages 
of his own bill items relating to the 
matter of distribution and subroga- 
tion, which matters affect the distribu- 
tion among security holders in pay- 
ment of claims and were not properly 
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rated to organization. He stated 
that these items were few in number 
after June 1, 1936. For these serv- 
ices he deducted one-twentieth of the 
$17,100, or an amount of $855, and 
had an amount left of $16,245. He 
then reduced this amount to $15,000 
as his estimate of the services appli- 
cable to organization of the new cor- 
poration. 

The preparation of the necessary 
papers for submission to the United 
States court of the plan of reorganiza- 
tion relates to the services rendered to 
protect the bondholders of the former 
corporation rather than specific items 
of services for organization of the 
new corporation. 

The preparation of various orders 
whereby the court made allowances of 
moneys to pay engineers and account- 
ants for making an examination of the 
property and accounts of the old cor- 
poration to determine the original cost 
of the property and the depreciation 
accrued and what property was used 
and useful are not proper charges to 
the capital accounts or operating ex- 
pense accounts of the new corpora- 
tion. 


The modification of the plan of re- 


organization to substitute 65,000 
shares of no par value in place of 325,- 
000 shares of $1 par value capital 
stock also relates to the plan of reor- 
ganization of the old corporation as 
well as the capital structure of the new 
corporation. These services were ren- 
dered in part for the reorganization 
committee and in part for the new cor- 
poration. 

The preparation of the necessary 
instruments, papers, and documents 
for the organization of Syracuse 
Transit Corporation, including the 
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preparation of the certificate to be filed 
with the secretary of state, the services 
rendered in securing an amendment by 
the legislature permitting the New 
York State Railways to be reorgan- 
ized in more than one separate part, 
relate to organization of the new cor- 
poration. 

New York State Railways con- 
sisted of three systems, the Rochester 
system, the Utica system, and the 
Syracuse system. The secretary of 
state contended that under the stat- 
ute the New York State Railways 
could be reorganized into one corpora- 
tion but not three separate corpora- 
tions and it was necessary to secure 
an amendment to the law permitting 
the reorganization of the old corpora- 
tion into three separate corporations. 
These services relate directly to or- 
ganization and as such would be prop- 
erly chargeable as organization ex- 
pense. 

The services rendered in preparing 
an instrument transferring the prop- 
erties from the trustee to White & 
Johnson and then to Syracuse Transit 
Corporation would be a cost of the 
transferor of the property if this was 
an entirely new transaction on the 
part of an existing corporation. As 
has been before stated, the Syracuse 
Transit Corporation was created as a 
new corporate entity by the filing of 
the certificate of reorganization. It 
assumed no liabilities of the old cor- 
poration. The security holders of the 
new corporation hold in different pro- 
portion to their interests in the old 
corporation. While the reorganized 
corporation continues the business of 
the old corporation it is in effect a 
new corporation and I believe the rela- 
tionship is that of seller on the part of 


41 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


the trustee for the old corporation and 
purchaser on the part of the new cor- 
poration. 

The new corporation issues its se- 
curities in exchange for the property 
transferred by the trustee and these 
securities are issued to the lien holders 
of the old corporation. It is common 
and accepted practice for the trans- 
feror of property to prepare the deed 
and affix the necessary transfer stamps 
and to bear the expense thereof. The 
services here set forth for preparation 
of the deed, printing thereof and 
transfer stamps, are costs to be borne 
by the trustee. 

It is also common practice for the 
transferee to have the title examined 
at his expense and to pay the cost of 
recording the deed. 

In testifying as to the amount of the 
services for preparing the instruments 
of transfer and examining the titles, 
Mr. Dorr said: 

“That was a job I put an expe- 
rienced man on, a man experienced in 
title work. He did nothing else but 
that for three or four straight weeks.” 

He stated that the deed consisted of 
more than 100 pages and that the de- 
scriptions and franchises had to be 
carefully checked. 

The record does not show any sepa- 
rate sum for these services. In view 
of the testimony an allowance of 2,- 
000 for the examination of the ti- 
tle and franchises to be charged to the 
cost of acquisition of the property is 
not unreasonable. 

The preparation of by-laws of the 
Syracuse Transit Corporation, con- 
sisting of 13 pages, and the certificate 
of reorganization filed with the secre- 
tary of state, consisting of 14 pages, 
were proper costs of organization. 
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As to preparation of the trust inden- 
ture executed by the Syracuse Transit 
Corporation and the Girard Trust 
Company relating to the issuance of 
income notes of the Syracuse Transit 
Corporation, consisting of 67 pages 
and the drafting of the form of note, 
these expenditures appear to relate to 
the cost of issuing securities and not 
to the cost of organization. The rec- 
ord does not set forth the charge for 
this item of services separately but I 
believe that $2,500 would be reason- 
able. 

Summarizing the services relating 
to organization of the new corpora- 
tion, they consist of the following: 

Preparation of the necessary cer- 
tificate for the organization of Syra- 
cuse Transit Corporation ; preparation 
of the application and order of ap- 
proval of the court and the appearance 
before the court for approval of the 
certificate of organization ; services in 
drafting and securing adoption of an 
amendment to the statute permitting 
of the organization of the separate 
corporation; preparation of by-laws 
and of the minutes of the first meet- 
ings of stockholders and the organi- 
zation meeting of directors. 

The items of services are not sepa- 
rately set forth with separate dollars 
allocated to the separate items of serv- 
ice and it is not possible to allot other 
than a judgment figure of the amount 
which should be permitted as organi- 
zation expense for the services of 
these attorneys which relate to organi- 
zation. However, there is sufficient in 
the record to make a reasonable esti- 
mate and I believe that an allowance 
of $4,000 is reasonable to cover that 
portion of the services which relates 
to organization. 
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[10] The other services, as de- 
scribed in the testimony, for which no 
authorization is here granted to charge 
the capital accounts of the new cor- 
poration appear to relate to the for- 
mulation of the plan of reorganization 
and other services in the reorganiza- 
tion proceeding not directly applicable 
to the organization of the new cor- 
poration. The plan of reorganization 
revolved principally about the alloca- 
tion of the securities to be received by 
the old security holders and the reach- 
ing of an agreement whereby the liens 
of the security holders would be re- 
leased and their claims satisfied. The 
services of the reorganization commit- 
tee and most of the services performed 
for the committee by their attorneys 
were directed to securing as much for 
the old security holders as possible and 
had no direct relationship to the prepa- 
ration of the reorganization certifi- 
cate, the bylaws, minutes of the or- 
ganization meetings, or other matters 
of corporate organization. 

The fact that the allowance made 
by the court was paid by the trustee 
from funds on hand instead of direct 
payment by the new corporation 
should not affect the corporate ac- 
counting entries by the Syracuse 
Transit Corporation. The trustee 
turned over to the corporation cash in 
an amount of more than $150,000 and 
had the trustee not made payment of 
the portion of the allowance covering 
services for organization of the new 
corporation the cash turned over 
would have been increased by that 
amount. 

Payments made to engineers and 
accountants who made an examination 
of the property and accounts of the 
Syracuse system under the direction 
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of the Public Service Commission are 
not items which should be charged to 
the capital accounts of the new cor- 
poration. 

These engineers and accountants 
were employed under orders of the 
court authorizing the trustee to pay 
their compensation and _ expenses. 
They worked under the supervision 
of the Commission in examining the 
property and accounts of the old com- 
pany to determine what property 
should be eliminated as not used or 
useful, what the original cost of the 
property was and the accrued depre- 
ciation. The accountants made ad- 
justments to the book accounts of the 
trustee to conform the books to their 
findings. These services were not 
such as should be capitalized. They 
relate to the adjusting of the accounts 
of the old corporation and not of the 
new 


The item of $1,648.81 of Eagan 
Real Estate, Inc., for appraisal covers 
appraisal of the land of the corpora- 
tion for fixing the value thereof. The 
appraisal and valuation served two 


purposes, the determination of the 
amount of securities to be issued and 
the consideration to be paid in the 
form of securities to security holders 
of the old corporation for the proper- 
ty transferred. This valuation fixed 
the amount the trustee could ask and 
the new corporation pay. The serv- 
ices were for the benefit of both the 
transferor and transferee and should 
be equally divided. One-half may 
properly be charged to the cost of ac- 
quiring the property. 

The item of $1,000 for H. E. Bean 
and his assistant and $50 for C. C. 
Brown, being for services in assisting 
the Public Service Commission’s en- 
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gineers and accountants should receive 
the same treatment as the charges for 
the engineers and accountants work- 
ing under the direction of the Com- 
mission. These are charges payable 
by the trustee. 

Mr. R. J. Nicholson, auditor for the 
trustee and now auditor for the new 
corporation, attended hearings and 
prepared data and exhibits. He pre- 
pared a pro forma balance sheet show- 
ing the accounts as they appeared be- 
fore the organization of the new cor- 
poration and such accounts as would 
appear on the books after the organi- 
zation. He also prepared statements 
of earnings and operating expenses. 
These exhibits relate to the property 
and operations of the old corporation 
before organization of the new corpo- 
ration. The data prepared showing 
earnings were for the purpose of deter- 


mining how much in securities might 
be issued. A small part, if any, re- 
lates to the transactions of the new 


corporation. The entire amount is 
$100 but there is no segregation and 
I cannot segregate it. 

As to the item of $25 for clerks in 
the accounting department preparing 
data, there is not sufficient in the rec- 
ord to determine whether it is a prop- 
er charge for organization, but it may 
be assumed that it was preparing data 
for use in a proceeding to determine 
how much should be issued in securi- 
ties. 

As to the bills of Martin & Lyle 
for printing, totaling $1,352.07, the 
record shows that of this amount 
$40.85 was for printing the bylaws 
of the Syracuse Transit Corporation 
and the findings of the court confirm- 
ing the form of reorganization. There 
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were two other bills of $18.87 and 
$12.75, respectively, for reprinting 
copies of the bylaws and the certifi. 
cates of reorganization of the Syra- 
cuse Transit Corporation. These 
charges are proper charges to the Or- 
ganization Account. 

Of the remainder of the Martin & 
Lyle charges, a bill of $302.60 covers 
the printing of the agreement between 
White & Johnson and Benjamin E. 
Tilton, for the transfer of the proper- 
ties held by the trustee to White & 
Johnson, and for printing 24 copies 
of the deed of conveyance. A bill of 
$563.70 was for printing the prelim- 
inary draft of the description of the 
property to be conveyed, containing 
separate descriptions of separate par- 
cels and typographical changes which 
had to be made thereto. 

A bill of $267.60 was for printing 
50 books describing the property to- 
gether with an index of the property. 

All of these items totaling $1,133- 
.90 are costs to be borne by the trustee 
as transferor of the property. 

The balance of $145.70 making up 
the total of $1,352.07 of the Martin & 
Lyle charges was not explained in the 
record. 

The item of $734 of expense paid 
to Security Bank Note Company for 
script certificates and income notes 
is a proper charge to the cost of issu- 
ing the securities and not to the cost 
of organization. 

The charge of $48.25 for record- 
ing the deed of conveyance in the On- 
ondaga county clerk’s office is a prop- 
er charge for the cost of acquiring 
the property but not the cost of organ- 
ization. 

[11] Organization tax of $3,250, 
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fling fee for filing the certificate of 
organization in an amount of $25, 
three certified copies of the certificate 
of organization, in an amount of $17- 
85, are all proper charges to the ac- 
count “Organization.” 

Transfer stamps to an amount of 
$83.56 paid to the state of New York. 
Of these charges $80.44 was to cover 
stamps for the transfer of the stock 
of the Syracuse Railway Co-ordinated 
Bus Line, Inc., and $3.56 to cover 
transfer of the stock of Syracuse and 
Valley Land Company from Benjamin 
E. Tilton, trustee, to Syracuse Trans- 
it Corporation. The Syracuse Rail- 
way Co-ordinated Bus Line, Inc., and 
Syracuse Valley Land Company both 
were wholly owned subsidiaries of 
New York State Railways and later 
of Syracuse Transit Corporation. 
The Syracuse Railway Co-ordinated 
Bus Line, Inc., has since been merged 
into the Syracuse Transit Corporation 
and the Syracuse and Valley Land 
Company is still a wholly owned sub- 
sidiary. These properties were trans- 
ferred under the agreement with Mr. 
B. E. Tilton as trustee and from John- 
son and White, representing the re- 
organization committee of the Syra- 
cuse Transit Corporation. The cost 
of these transfer stamps is a proper 
cost of the trustee as transferor of the 
property. As has been stated here- 
tofore, it is the accepted practice for 
the transferor to affix the transfer 
stamps. 

[12] The charge of $49.05 for fil- 
ing fees for filing deeds with the On- 
ondaga county clerk’s office is a cost 
of acquisition of the property and as 
such may be so entered on the books. 

The items for ledgers, binders and 
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sheets, tabs for binders, and the Syra- 
cuse Transit Corporation minute 
book, totaling $496.27, might be 
classed either as charges to the account 
“General Office Equipment” or to op- 
erating expenses. If made charges to 
the capital account “General Office 
Equipment”’ it will involve the record- 
ing of annual depreciation and 
charge-offs when the ledgers, bind- 
ers, etc., are replaced. The amount 
is so small that it would seem better 
policy to charge them to operating 
expense. 


There is nothing in the record to 
show that the charge of $25 for ex- 
penses of H. L. Reichart attending 
hearings was a proper charge to the 
account “Organization” or to what ac- 
count this item should be charged. 


Mr. Nicholson, accountant for the 
trustee, and now for the new corpora- 
tion, testified as to the manner of ac- 
counting for all of these charges on 
the books of the trustee. They were 
charged to the account “Interim Al- 
lowance and Analogous Court Items,” 
which Mr. Nicholson stated was a sus- 
pense account on the trustee’s books. 

Mr. Michell stated that under the 
order of the court all of the moneys 
arising from the operation of the 
Syracuse lines were kept separate 
from that of the Rochester and Utica 
lines. Mr. Nicholson stated that the 
amounts paid to the reorganization 
committee and their attorneys were 
paid from the operations of the Syra- 
cuse lines and charged to the suspense 
account. The suspense account on the 
books of the trustee as “Interim Al- 
lowance and Analogous Court Items” 
was “taken over by the new company 
in miscellaneous expense.” 
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Conclusions 


I find that the following amounts 
are properly chargeable to the account 
“Organization.” 


Colson & Brice ... 
W. H. Michell 
Attorneys — Preparing certificate of 
reorganization, by-laws, minutes, 
services obtaining change in statute 4,000.00 
Martin & Lyle — Printing by-laws, 
certificate of reorganization 
Organization tax 
Filing fee—certificate of organization 
Certified copies-certificate of reorgani- 
ZAUON ..<6500 Sinieistle gis Cercle seisia sare 
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$119.20 


17.85 


$7,721.52 
I find that the following amounts 


are properly chargeable to the cost of 
acquisition of the property: 
Attorneys—searching titles 

Eagan Realty Co.—appraisal 


Clerk’s office—recording fee .. 
Clerk’s office—recording fee 


$2,922.30 
I find that the following amounts 
are properly chargeable to the cost of 
issuing securities : 
Attorneys — Preparing trust inden- 
ture and form of income notes ... 


Security Bank Note Co.—Printing 
script and income notes 


$3,234.00 
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Re Old Forge Electric Corporation 


[Case No. 10183.] 


Public utilities, § 9 — Legislative regulation. 
1. An electric corporation which obtains a franchise, secures authority 
from the Commission to exercise the franchise and to construct an electric 
plant, and begins service becomes subject to the Public Service Law and 
to all the powers of the legislature regarding electric utilities, p. 107. 


Service, § 119 — Duty to serve — Effect of contract. 
2. A public utility may not by terms of a contract determine its rights and 
the rights of consumers as against the powers of the legislature and the 
provisions of statutes duly enacted, p. 107. 


Service, § 223 — Discontinuance 


Effect of contracts. 


3. A public utility furnishing service, under contracts with customers, 
in the area where it is authorized to serve may not discontinue service not- 
withstanding any provision in the contracts, p. 107. 


Service, § 241 — Discontinuance — Inadequate rates. 
4. The proper remedy when rates are unreasonable in that they do not 
allow a sufficient return from particular consumers is not the discon- 
tinuance of all service, since the company, if dissatisfied with present rates, 
should proceed according to statute to obtain an increase in rates, p. 108. 


Service, § 241 — Discontinuance — Inadequate revenues — Patronage under 


higher rates. 


5. A public utility company is not entitled to discontinue service because 
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of a belief that no rates which a group of consumers will pay will yield 


a fair return upon the fair value of the property used to serve these con- 
sumers when there is no proof of the fact; the way to prove it beyond 
peradventure is to establish new rates and then to ascertain whether con- 


sumers will pay them, p. 108. 


(Separate opinion by Lunn, Commissioner.) 


[November 6, 1941.] 


ROCEEDING on motion of Commission as to proposed discon- 
Pec of electric service; rulings made on right to discon- 


APPEARANCES: Gay H. Brown, 
Counsel (by Martin V. Callagy, Prin- 
cipal Attorney), for the Public Serv- 
ice Commission; LeBoeuf, Machold 
& Lamb (by Randall J. LeBoeuf, 
Jr.), New York city, Attorneys, ap- 
pearing specially for Old Forge Elec- 
tric Corporation; McPhillips, Fitz- 
gerald & McCarthy (by James Mc- 
Phillips and Gerald P. McPhillips, 
Counsel), Glens Falls, Attorneys for 
town of Long Lake, Hamilton county, 
and North Point Inn Copartnership ; 
Reuben M. Mick, Raquette Lake, 
Justice of the Peace; Edmund Cle- 
ment Long Lake, Supervisor of the 
town of Long Lake; Max Berg, New 
York city, Attorney, for Raquette 
Lake Boys Club; M. A. Jones, 
Raquette Lake, proprietor of Sunset 
camp; Tioga Point, Incorporated, 
Tioga Point, Raquette Lake, Pur- 
chasers of Evans Estate. 


MALTBIE, Chairman: 

[1-3] The fundamental question 
at issue in this proceeding is whether 
the Old Forge Electric Corporation 
may discontinue service to certain 
consumers on Raquette lake upon the 
basis of a clause in the so-called con- 
tracts with these customers. The com- 
pany claims that it may do so and that 


tinue service. 


¥ 
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when it serves notice upon each of 
the customers, it has the right to dis- 
continue service upon the date speci- 


fied. It claims that the basis of serv- 
ice to these customers is in each case 
a written contract, that these con- 
tracts are beyond the jurisdiction of 
this Commission and that they de- 
termine and prescribe the rights of the 
parties thereto without reference to 
any obligations under the Public 
Service Law or other statute. 

The predecessor in interest of the 
Old Forge Electric Corporation se- 
cured a franchise to serve in the area 
in question and upon petition was 
duly authorized by the Public Service 
Commission to exercise the franchise 
and to construct an electric plant. At 
that time, the New York State Elec- 
tric and Gas Corporation had authori- 
ty to serve said territory, but the Inlet 
Utilities Corporation asked that it be 
given the right to serve there. The 
right was granted and subsequently 
upheld in the courts. In the proceed- 
ing before the Commission, the com- 
pany expressed its desire to serve cus- 
tomers on Raquette lake and the com- 
pany was so authorized notwithstand- 
ing the opposition of the New York 
State Electric and Gas Corporation. 

While there is apparent disagree- 
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ment as to certain matters relating to 
contributions made by customers and 
School District No. 2, the evidence 
definitely indicates that at the time 
the lines were built to render service 
to the customers on Raquette lake, 
contributions were made, including in 
one case a payment of $5,000. 

Whatever may have been the rea- 
sons which induced the company to 
obtain authority to serve in an area 
where an electric corporation had al- 
ready been authorized, and to obtain 
contributions from consumers and a 
public body, the fact remains that the 
company did so freely and not under 
compulsion. 

Thus, it became subject to the Pub- 
lic Service Law, which had been en- 
acted over twenty years prior thereto, 
and to all the powers of the legis- 
lature regarding electric utilities. It 
has been settled in many cases decided 
by this Commission and the courts 
that a public utility may not by terms 
of a “contract” determine its rights 
and the rights of consumers as 
against the powers of the legislature 
and the provisions of statutes duly 
enacted. Commissioner Lunn finds 
that the company may not discontinue 
service as it purposes notwithstand- 
ing any provision in the so-called con- 
tracts. I agree. If the company, not- 
withstanding a ruling to that effect, 
undertakes to discontinue service arbi- 
trarily or on the basis of its alleged 
contracts, we should instruct counsel 
to begin proceedings for violation of 
law. 

[4, 5] The company claims as a 
basis for its action that the revenues 
obtained from the customers on 
Raquette lake are insufficient to yield 
a fair return upon the fair value of 
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the property used to serve them, and 

it has submitted in this proceeding 
certain testimony purporting to so in- 
dicate. 

Regarding this contention, there are 
two important points to be observed. 
In the first place, even if it be true 
that the present rates are unreason- 
able in that they do not allow a suffi- 
cient return from these particular 
consumers, the proper remedy is not 
the discontinuance of all service. The 
Public Service Law clearly provides 
a method to be pursued in case a pub- 
lic utility believes its rates are unjust 
and unreasonable and should be in- 
creased. A company is authorized, if 
there is no order of the Commission 
outstanding, to file increased rates to 
become effective on thirty days’ no- 
tice. That has not been done. The 
company has indicated that it will dis- 
continue service without any attempt 
to determine whether increased rates 
will be paid and will provide sufficient 
income. This is not a proper course. 
If the company is dissatisfied with the 
present rates, it should proceed ac- 
cording to statute. Under this pro- 
cedure, the Commission may allow 
the rates to become effective or it may 
order an investigation to determine 
what are just and reasonable rates. 

It is intimated that there are no 
rates which consumers will pay that 
will yield a fair return upon the fair 
value of the property used to serve 
these few consumers. That may or 
may not be so. There is no proof of 
the fact. The way to prove it beyond 
peradventure is to establish new rates 
and then to ascertain whether con- 
sumers will pay them. If consumers 
will not pay just and reasonable rates, 
the company is under no obligation 
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to provide service. If they are will- 
ing to pay just and reasonable rates, 
the company must serve them, particu- 
larly in view of the circumstances un- 
der which it began service nearly 
twelve years ago. 

I am aware of the rule enunciated 
by many courts and Commissions that 
a rate is not confiscatory or unreason- 
able merely because it does not in each 
instance or in each small class of cus- 
tomers yield a fair return upon the 
property used to serve that consumer 
or a few consumers. Every electric 
corporation serves some consumers 
and in some cases many consumers at 
less than the cost of service if a fair 
return be included. Upon the other 
hand, there have been court decisions 
(see particularly Northern P. R. Co. 
v. North Dakota ex rel. McCue, 236 
US 585, 59 L ed 735, PURI915C 
277, 35 S Ct 429, LRA1917F 1148, 
Ann Cas 1916A 1, and Norfolk & W. 
R. Co. v. West Virginia, 236 US 605, 
59 L ed 745, PURI9I15C 293, 35 S 
Ct 437) where it has been held that 
even though the company may secure 
a fair return upon its entire business, 
the rates upon particular classes of 
service must be reasonable in and of 
themselves, and proof that the total 
return from the company’s entire 
business is compensatory is not always 
sufficient to justify a rate. To what 
extent these principles apply to the 
case at hand cannot be determined 
from the evidence in this proceeding 
and no findings should be made as to 
whether the present rates are just and 
reasonable until the company has pro- 
ceeded according to the method pro- 
vided for by statute. 


It is my opinion, therefore, that no 
order should be issued in this proceed- 
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ing at this time but that the company 
should be permitted to proceed accord- 
ing to statute. There is ample time 
before the next season for these mat- 
ters to be adjudicated in an orderly 
way and to determine the specific 
question of the reasonableness of 
rates. 


Commissioners Van Namee, Brew- 
ster, and Burritt concur; Commis- 
sioner Lunn filing memorandum dat- 


ed October 28, 1941. 


Lunn, Commissioner : 


History 


At a meeting of the town board of 
the town of Long Lake in the county 
of Hamilton, state of New York, on 
February 4, 1929, upon application 
by the Inlet Utilities Corporation, a 
predecessor of the Old Forge Electric 
Corporation, permission and consent 
were granted to the Inlet Utilities Cor- 
poration to construct, maintain, and 
operate electric facilities for transmis- 
sion and distribution of electricity in 
and through the town of Long Lake 
and to the inhabitants thereof and to 
persons and corporations occupying 
any land within townships 5, 6, and 
40 or such parts thereof as may lie 
in the town of Long Lake. 

In a petition of June 29, 1929, 
signed by its president, A. Augustus 
Low, the Inlet Utilities Corporation 
applied to the Public Service Com- 
mission for approval of construction 
of an electric plant and consent to ex- 
ercise the electric franchise granted 
by the town of Long Lake as of Feb- 
ruary 4, 1929. 

A public hearing was held by the 
Commission at 100 State street, Al- 
bany, on August 2, 1929, to determine 
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the merits of the petition (Case No. 
5722). In that case it was found that 
a franchise already held by the New 
York State Electric and Gas Corpora- 
tion was not exercised in accordance 
with § 68 of the Public Service Law 
and therefore the petition for approv- 
al of franchise by the Inlet Utilities 
Corporation was approved. The mat- 
ter was appealed to the courts which 
upheld the action of the Commission. 

On August 23, 1929, this Commis- 
sion, under § 68 of the Public Serv- 
ice Law, permitted and approved the 
construction by Inlet Utilities Corpo- 
ration of an electric extension for 
furnishing to the public electricity for 
light, heat, and power and the exer- 
cise by said corporation of the rights 
or privileges under a franchise grant- 
ed by the town of Long Lake, Hamil- 
ton county, within the Townships 5, 
6, and 40, Totten and Crossfield’s 
purchase. 

At the hearing August 2, 1929, in 
Case No. 5722, Mr. A. Augustus Low 
testified that his intention was to 
serve prospective customers on the 
east side of Raquette lake and on Ex- 
hibit No. 1, map of territory sur- 
rounding Raquette lake, Mr. Low had 
shaded the properties belonging to 
prospective customers at Long Point, 
Woods Point, Tioga Point, and North 
Point, all located on Raquette lake 
and in Township No. 40. 

Subsequently electric service was 
furnished to these places by means of 
a transmission line to Raquette lake 
substation, from which three distri- 
bution circuits emanate, one of which, 
the west circuit, serves the hamlet of 
Raquette lake and by means of un- 
derwater and underground cable sec- 
tions to customers located at above- 
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mentioned places. The construction 
work was completed in 1930 by the 
Old Forge Electric Corporation with 
which Inlet Utilities had been merged 
as of December 31, 1929. 

The Old Forge Electric Corpora. 
tion on its entire system serves ap. 
proximately 1,000 customers. Among 
these are five situated on Raquette 
lake in Hamilton county, N. Y. Four 
of these five have their premises on 
the eastern side of the lake; one is lo. 
cated in the extreme north portion, 
The service is supplied to these five 
customers by what is known as the 
west circuit; which is a line emanat- 
ing from the Raquette lake substation, 
a terminal point for the company’s 
22,000-volt transmission line. The 
actual delivery of the electric energy 
is made by means of about 18,500 
feet of cable, much of which is laid 
in the water. The five customers in- 
volved in this investigation instituted 
by the Commission received service 
as of the following dates: 

Sunset Camp July 7, 1930 
North Point Inn August 26, 1931} 
Raquette Lake Boys Club July 2, 1932 


St. William’s Church August 26, 19332 
September 15, 1936 


1 There appears some question in the record 
as to this date. 

2No longer a customer. 

The serving of these scattered cus- 
tomers on the far side of the lake was 
a venture that proved very disappoint- 
ing as a producer of revenue. In ren- 
dering the service to the five custom- 
ers on the east and north sides of the 
lake, the company entered into agree- 
ments which the company contends 
had the status of contracts. On April 
24, 1940, the company took advantage 
of the termination clause in the agree- 
ment with the several customers and 
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sent to them a notice that the service 
would be discontinued to take effect 
August 1, 1940. Soon thereafter a 
number of complaints were filed with 
the Commission by the interested par- 
ties which resulted in this present pro- 
ceeding on motion of the Commission 
as to the proposed discontinuance by 
Old Forge Electric Corporation of 
service to certain consumers located 
at Raquette Lake, Hamilton county. 


Contentions of Company Counsel 


At the first hearing, counsel for the 
company appeared specially on the 
ground that the Commission had no 
jurisdiction to conduct proceedings 
with respect to the “right of the com- 
pany to discontinue service,” and also, 
that “service to these customers has 
been pursuant to contract, written 
contract, and the termination 
of that service, the notice of termina- 
tion, has been pursuant to those con- 
tracts.” 

I asked counsel the following ques- 
tion which he answered: 


Commissioner Lunn: May I ask 
first at this point, is it your conten- 
tion that there are certain conditions 
that surround an electric company’s 
operations over which we have no ju- 
risdiction ? 

Mr. Le Boeuf: Yes. If the legisla- 
ture has not given express jurisdic- 
tion to this Commission to pass on the 
question of whether the abandonment 
of service to these customers should 
be had or should not be had. I might 
point out to your Honor that service 
to these customers has been pursuant 
to contract, written contract, the 
terms of which will be later shown to 
you, and the termination of that serv- 
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ice, the notice of termination, has 
been pursuant to those contracts. 


In connection with the service giv- 
en these customers, the corporation 
obtained from each, certain documents 
properly executed, entitled “Contracts 
for Electric Service.” These con- 
tracts for electric service contained 
the date when they were entered upon, 
the minimum charge, the total capac- 
ity in kilowatts; a statement that the 
service was being furnished subject 
to and as shown by a particular classi- 
fication contained in the corporation’s 
tariffs on file with the Commission, 
and the period during which the con- 
tract was to be in effect. In the con- 
tracts executed before 1935, there was 
a provision at the end which states 
that “the billing and paying of the 
minimum charge as set forth herein 
or as the same may be determined for 
a subsequent period shall constitute a 
renewal of this contract for the term 
covered by such bill for minimum 
charge.” In all of the contracts, the 
minimum charge was $35 which was 
in accordance with the tariff schedule. 
By multiplying the minimum charge 
by the total kilowatt capacity as 
shown in the agreement, the amount 
to be paid annually by each customer 
was arrived at. This formula was 
followed out in all the contracts. 

In 1935 and subsequent thereto, 
new contracts were entered into by all 
of these concerned except North Point 
Inn; these contracts contained the 
same provisions as found in the ear- 
lier contracts, except that after the 
provision which sets out the term for 
which the contract is to run there is 
found a clause which provides that 
the contract shall continue “unless 
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terminated by ninety days’ notice in 
writing from either party, and shall 
inure to and be binding upon the suc- 
cessors and assigns of the original 
parties hereto respectively for the full 
term of this agreement.” 

Over the period of years since the 
inception of the service to these cus- 
tomers on Raquette lake, the company 
had on file with the Commission, three 
separate tariffs, one which was made 
effective as of October 31, 1928, and 
which contains subsequent supple- 
ments covering various matters; one 
made effective on June 30, 1935, and 
the current tariff which was filed by 
the company and made effective on 
October 1, 1939. The form of the 
contract executed by the parties was 
contained in the 1935 tariff but is not 
found in the tariff in effect at the time 
of commencement of the service to 
the five customers involved in this pro- 
ceeding. In the 1939 tariff there is 
contained instead of the type of con- 
tract theretofore given a form which 
is entitled “Application for Service, 
Form ‘A.’” The form of instrument 
required by the company for the sup- 
plying of electricity to a particular 
customer was, of course, in use by the 
company with respect to all customers 
on its system. 

In a notification dated April 24, 
1940, each of the customers on 
Raquette lake was requested to 
“Please take notice that pursuant to 
the terms of the contract dated 

. said Old Forge Electric Corpora- 
tion has elected to terminate and here- 
by terminates said contract, ninety 
days after service of this notice upon 
you.” The effective date, therefore, 
for the termination of the contracts 
was to be August 1, 1940. However, 
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as a result of complaint to the Com. 
mission and its institution of an in. 
vestigation and entering upon hear. 
ings, there was an agreement made 
that pending the proceedings, the sery- 
ice was to be continued. This ar- 
rangement is, of course, still in force, 

It should be added, in relation to 
the contentions of the company’s 
counsel, that a termination of the con- 
tract is tantamount to termination of 
the service, because unless the custom- 
ers meet the company’s requirements 
which demand either greatly increased 
revenue or specific contributions for 
the construction of a new line, the 
service will be terminated. 

This leads to the pertinent question 
—RHas the Public Service Commission 
jurisdiction over a proposed discon- 
tinuance of electric service to a limit- 
ed number of customers, by an elec- 
tric corporation engaged in the pub- 
lic service, or does such discontinu- 
ance rest in the discretion of the com- 
pany? 

While there is no provision to be 
found in the sections of the Public 
Service Law relating to gas and elec- 
tric corporations, specifically grant- 
ing jurisdiction to this Commission 
over discontinuance or proposed dis- 
continuance of service to a limited 
number of consumers, nevertheless, 
such -jurisdiction is to be fairly and 
necessarily implied from the Public 
Service Law of the state of New 
York. 

As an example consider the Public 
Service Law, Art. 1, § 4, where ref- 
erence is made to the Public Service 
Commission “. which shall pos- 
sess the powers and duties hereafter 
specified and also all powers necessary 
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or proper to enable tt to carry out the 
purposes of this chapter.” 

The duty of a public service corpo- 
ration is to serve. United Fuel Gas 
Co. v. Kentucky R. Commission, 278 
US 300, 309, 73 L ed 390, PUR 
1929A 433, 49 S Ct 150. The serv- 
ice rendered must be safe and ade- 
quate, and the Public Service Com- 
mission is required to insist on fulfil- 
ment of this obligation. Within 100 
feet of an electric line, a customer on 
application must be served. Beyond 
100 feet, the Commission may re- 
quire that service be extended, and 
the Commission may order improve- 
ments in the service. 


What useful purpose would all of 
these provisions serve if it lies with- 
in the sole discretion of a company 
to discontinue the service to a particu- 
lar customer or group of customers. 


The efforts of the Commission in car- 
rying out the provisions of the law 
would be nullified. To say that a 
company must serve, and at the same 
time contend that it may at will dis- 
continue service, without intervention 
of the Public Service Commission, is 
a contradiction. The public interest 
is a paramount feature of public serv- 
ice regulation. It enters into every 
determination made by the Public 
Service Commission. If public in- 
terest may be determined by the com- 
pany, particularly in so vital a matter 
as service, regulation would be mean- 
ingless. 

This Commission gave approval to 
a predecessor company of Old Forge 
Electric Corporation (Inlet Utilities 
Corporation) to construct an electric 
plant and exercise a franchise in the 
town of Long Lake, Hamilton coun- 
ty, N. Y. This franchise covers the 
[8] 
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territory wherein are situated the five 
consumers involved in this proceed- 
ing. Other customers, however, who 
are within the territorial limits of the 
same franchise will continue to be 
served. Having accepted the fran- 
chise, the Old Forge Electric Corpo- 
ration was monopolistically entitled to 
conduct its business and assumed the 
burden to serve. 

The granting of the franchise was 
the consideration for the service which 
was expected to be received. Having 
once begun to serve under the fran- 
chise, the company may not abandon 
service to a particular group of cus- 
tomers to the exclusion of that body, 
the Public Service Commission, from 
whom originally the permission to 
serve at all was obtained. If the con- 
trary were true, what would prevent 
a company from capriciously denying 
service to an unfavored customer? 

It might be that under certain con- 
ditions consent to discontinue service 
would be granted but that must be de- 
termined by the Public Service Com- 
mission upon consideration of all the 
facts. 

While in the state of New York, it 
seems there are no cases that specific- 
ally cover the point in issue, the 
question has been passed on in numer- 
ous instances in cases arising in other 
states. 

The following opinion from the 
state of Montana is pertinent: 

“While we do not in this state have 
a specific statute relating to abandon- 
ment, nevertheless, in our opinion the 
statute referred to necessarily assumes 
the existence and continued function 
of the subjects of regulation, namely, 
public utilities. To hold otherwise 
would nullify the legislative purpose 
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in the passage of the Public Service 
Commission Law. 

“The devotion of property to pub- 
lic use carries with it the duty to serve 
the public and the utility has no right 
to discontinue or abandon its service 
without the consent of the state. . . .” 
Re Billings Gas Co. (1938) 26 PUR 
(NS) 328, 331, 332. 

The counsel for the company did 
not contend that the agreement with 
the parties was a special contract, but 
it was a legal contract. It is certainly 
agreed that these contracts are not 
special contracts. Were it to be so 


construed, it would be the contention 
of the Commission, as in other cases, 
that the utility has no right to make 
special contracts, and that the rates 
charged by the utility must be in ac- 
cordance with its filed schedules. 
The form used for the agreements 


between the five customers herein con- 
sidered and the Old Forge Electric 
Corporation was identical with the 
form generally used for agreement 
with other customers for electric serv- 
ice. 

The agreements between the cus- 
tomers and the company instead of 
being “legal contracts” were only in 
the nature of applications for service 
according to certain rate schedules. 
To my mind, there is no question as 
to the jurisdiction of this Commission 
in this proceeding. 

It should be pointed out that when 
the lines serving these five customers 
were originally installed, contribu- 
tions had been received from some of 
these customers. 


Discussion as to Service Facilities 


A report dated January 24, 1933, 
by F. T. Bolster, consulting engineer 


on cables in the system of the Old 
Forge Electric Corporation, in eyj- 
dence as Exhibit No. 86 in Case No, 
7170 before this Commission, states 
that one of the reasons for adopting 
underground cables in preference to 
overhead line construction for distri- 
bution lines was the frequency of se- 
vere lightning storms in the territory 
served by the company. It was 
thought that underground cable would 
be less vulnerable to lightning strokes 
than an exposed overhead construc- 
tion and therefore afford better con- 
tinuity of service. 

The first installed cable, metallical- 
ly sheathed, was found undesirable 
for several reasons and its further 
use was abandoned. 

The cable next adopted was of the 
concentric type which essentially con- 
sists of one metallic conductor sur- 
rounded by insulation, the surface of 
which is covered by spirally laid and 
interconnected metallic strips or wires 
constituting the second conductor of 
an electric circuit and when placed 
with effective grounding connections, 
properly interspaced, should provide 
effective shielding and divert lightning 
charges from the insulated conductor 
and thus protect the distribution sys- 
tem from lightning disturbances. This 
type of cable proved entirely satisfac- 
tory. The two types of cable just 
mentioned were used in areas of the 
Old Forge system other than Raquette 
lake. 

However, when the distribution 
system from the Raquette lake sub- 
station was projected the manufac- 
turer, according to engineer Bolster’s 
report in evidence, had discontinued 
the production of the above-described 
concentric cable, and upon the recom- 
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mendation of the manufacturer a ca- 
ble consisting of three individually in- 
sulated conductors and nonmetallic 
sheathing was provided for the land 
sections of the Raquette lake system. 
This did not prove to be a good selec- 
tion because of subsequent failures, 
which in less than one year rendered 
the east cable useless. 

This type of cable was also used on 
the land sections of the west cable, 
which serves customers on the lake 
proper and numerous failures oc- 
curred. The first summer the cable 
was in operation, according to Mr. 
Bolster’s report, the cable engineers 
came to the conclusion that lightning 
charges had followed tree roots to the 
cable and, due to the nonmetallic 
sheath of the cable, and finding a low 
resistance path in the conductor, had 
punctured the insulation and dissipat- 
ed itself to earth along the cable. 

Upon recommendation of the cable 
manufacturer’s engineers a bare cop- 
per conductor was buried in the 
ground 4 inches above the cable for 
its entire length and grounded at 
least every 1,000 feet. The purpose 
of this ground wire was to approxi- 
mate the shielding which a metallicly 
sheathed cable would provide. 

The placing of a ground wire along- 
side the new power cable as a counter- 
poise to absorb lightning and other 
surges instead of the protected con- 
centric cable, should have proved more 
effective, but apparently the size of 
the ground wire was insufficient and 
furthermore, it should have been 
grounded in the lake directly at the 
ends of each section. 

Technical evidence was introduced 
as to the cost and efficiency of the un- 
derwater cable system ; but to my mind 
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the evidence indicates that the cable 
system was not installed originally in 
accordance with good engineering 
practice and that the deficiencies since 
have been the cause of an unnecessary 
large number of service interruptions 
and rapid deterioration of the cable 
system. This was indicated in the 


report by the Commission’s engineers. 
> 


The corporation contends that the 
entire cable system is at the end of its 
useful life and requires replacement, 
but the corporation has not subjected 
the cable to conclusive tests, the con- 
tention being based only on past ex- 
perience of service interruptions. Re- 
placement in the fall of 1939 by an 
overhead line of the first sections of 
the west cable from Raquette lake 
substation to Antler’s Point, an un- 
derground cable particularly vulner- 
able to frequent lightning strokes, 
practically eliminated all service inter- 
ruptions affecting the consumers 
across the lake only. This shows that 
the cable is at least satisfactory for 
normal operation and with better pro- 
tection and possibly by replacing the 
most vulnerable land sections by con- 
centric cable, the cable system may 
function satisfactorily for years to 
come. 

Certain testimony was introduced 
by the company to support its conten- 
tion that it would be necessary to re- 
place the present line from Antler’s 
Point to North Point if reasonably 
adequate service were to be maintained 
without excessive maintenance charg- 
es. However, testimony does not defi- 
nitely sustain such a conclusion for 
the following reasons: 

1. No testimony was presented to 
show results of actual tests made to 
determine the condition of the pres- 
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ent cable; the company’s conclusions 
being based solely upon the history of 
interruptions on this cable and in- 
formal reports of its conditions at 
times when repairs have been made. 

2. The record supplemented by tes- 
timony of Mr. Burke indicates only 
one interruption in service on this ca- 
ble from January to October, 1940 
and this was not caused by failure of 
the cable (Mr. Sparr’s report, page 
13). It will be noted that the very 
much smaller number of service inter- 
ruptions in 1940, as compared with 
preceding years, came after the change 
in the line from the substation to Ant- 
ler’s Point from underground to over- 
head (October, 1939). There was 
a difference of opinion as to whether 
this change had an important bearing 
on the decrease of the number of in- 
terruptions. Data for the summer 
season of 1941 were not available at 
the date of the last hearing. 

3. It is not clearly shown that pro- 
tection against lightning disturbances 
is adequate on the present line. There 
also appears some doubt as to wheth- 
er the present cable is properly pro- 
tected against moisture. 


Contributions 


The customers contend that at the 
time of receiving service direct con- 
tributions were made by two of the 
five customers and that various indi- 
rect contributions were made, such as 
an amount of $5,000 from School 
District No. 2 and certain amounts 
paid by Sunset Camp under terms of 
the agreement (Exhibit No. 10); 
that these contributions were all fac- 
tors in getting service to the Raquette 
lake region as a whole and that the 
line from Raquette lake substation to 


NEW YORK DEPARTMENT OF PUBLIC SERVICE 





North Point had not been considered 
as a line extension prior to the pres- 
ent proceeding. Mr. Low testified 
that in the spring or winter of 1929 
when he conversed with Judge Dil- 
lon regarding bringing service to 
Raquette lake, he stated “I think 
Judge Dillon may have mentionel the 
contribution, I know I never asked for 
one.” It is rather unusual to find a 
prospective customer of electricity 
giving to the company $5,000 without 
even a request on the part of the com- 
pany. Judge Dillon testified that the 
check for $5,000 represented a con- 
tribution. I stated to the witness that 
“But when you have a contract which 
on the face of it appears to be one 
whereby a customer appears to be 
paying $5,000 for a small amount of 
electricity, whether it is $50 or $100 
worth of electricity, it would appear 
on its face that it is not a contract for 
electricity but a subtle means of com- 
pelling a genuine contribution. [| 
want to find out whether it was a con- 
tribution of $5,000 or whether they 
paid $5,000 for $50 worth of electric- 
ity.” Commissioner Lunn asked 
Judge Dillon as follows: 


Q. Would you have made out a 
check for $5,000 in payment of $100 
worth of electricity if that is all you 
would get for it? 

A. Asan officer of the school dis- 
trict, my answer would be no. 

Q. The following year you did not 
give an additional $5,000? 

A. No. 

Q. So I want to know from the 
judge, and that is about all, that you 
would not pay $5,000 for $100 worth 
of electricity? 

A. That is true. 


41 PUR(NS) 116 





RE OLD FORGE ELECTRIC CORPORATION 


Q. And you paid that because you 
were paying a contribution? 

A. To have this power come in 
where we were. That was the only 
thing we lacked. 


At one point in the conversation 
regarding this $5,000 contribution, I 
stated that if I had been unjust in my 
contention that the amount involved 
was a contribution, I would be glad 
to have the counsel of the company 
put on a witness stating that the con- 
tract entered into was for the purpose 
of payment for electricity alone and 
not a contribution. My suggestion 
was not followed. 

Judge Dillon testified that in Au- 
gust, 1929, at the annual school meet- 
ing, the voters of the Union Free 
School District No. 2 adopted a reso- 
lution with reference to the district 
making a contract with the utility and 
that this resolution authorized the of- 
ficers of the Union Free School Dis- 
trict to give the Old Forge Electric 
Corporation $5,000. Further, that at 
the time of the passage of the reso- 
lution “the Vanderbilt camp, the 
Morgan camp, and the Garvin camp 
and North Point Inn and all of the 
properties down around Raquette 
lake, including the hamlet of Raquette 
Lake were within the confines of the 
Union Free School District No. 2.” 


Line Extension or Integral Part of 
the Distribution System 


The record contains extensive in- 
conclusive testimony on the subject 
of whether the cable serving the five 
customers involved in this proceed- 
ing was originally built as a separate 
line extension or whether it was built 
as part and parcel of the composite 
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extension into the Raquette lake ter- 
ritory. 


Revenues 


The company has submitted various 
financial statements for the years 
1930 to 1939, including condensed 
balance sheet, tabulation of income 
statement and tabulation of operating 
expenses. These show that the deficit 
for the entire company has increased 
from $31,828 in 1930 to $287,572 in 
1939. The deficit to May 31, 1940, 
was $306,131.60. 

Exhibit No. 16 was introduced to 
show the revenue on individual ac- 
counts on the line from Antler’s Point 
to North Point Inn for the period 
April, 1935, to April, 1940. The av- 
erage total revenue for this line dur- 
ing the period was stated at $1,685.94. 
The minimum annual revenue shown 
is $1,662.50 (year ended April, 
1936) while the maximum is $1,- 
701.62 (year ended April, 1940). 

Mr. Burke testified that the amounts 
shown on Exhibit No. 16 were the 
actual amounts of money collected for 
each of the years from each of these 
customers. No testimony was intro- 
duced as to the actual expenses in- 
volved in serving the four customers. 
There was testimony as to the main- 
tenance cost of the cable line but this 
testimony was inconclusive inasmuch 
as there was no segregation of the 
definite costs of the four customers 
involved in this proceeding. There 
were other customers involved in the 
maintenance costs submitted in the 
way of time sheets for the line. 

The company has proceeded on the 
theory that it can discontinue these 
four customers by reason of certain 
contracts made with them and that 
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this Commission has no jurisdiction 
over those contracts. Because of the 
arguments heretofore made, it is my 
opinion that the Public Service Com- 
mission has jurisdiction to determine 
whether the company may properly 
discontinue service to the four cus- 
tomers situated on Raquette lake and 
further, that jurisdiction of the Com- 
mission to make such determination is 
not affected by the written applica- 
tions or so-called contracts between 
the customers and the company. It 
is the duty of an electric corporation 
organized to distribute electric energy 
to furnish and provide such service, 
instrumentalities, and facilities as 
shall be safe and adequate and, in all 
respects, just and reasonable. 

Contributions by customers toward 
construction of distribution circuits 
created a definite obligation on the 
part of the company to give continu- 
ous service so long as payments for 
service rendered are made by the con- 
sumers and no further contributions 
can be asked for replacement of fa- 
cilities. 

“The relationship between a public 
service corporation and its customers 
is not one of contract as the term is 
usually understood. See Chairman 
Maltbie’s memorandum dated Sep- 
tember 25, 1935, in Case No. 8623, 
10 PUR(NS) 408. This has been 
decided in many cases particularly 
Union Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 US 372, 63 L ed 
309, PUR1919C 60, 39 S Ct 117, 9 
ALR 1420.” 

A public utility may decrease or in- 
crease its rates subject to the provi- 
sions of law and such rates shall be 
effective regardless of the terms of 
so-called contracts. Much more is it 
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true that continuation or abandonment 
of service to the customers must be 
dependent upon the decision of the 
Public Service Commission after full 
investigation as to the facts. 


The company in its brief states: 

“Assuming, however, for the sake 
of argument that the Public Service 
Commission has jurisdiction to enter- 
tain this proceeding, it is apparent 
that on the merits, the company is en- 
titled to dismissal. Although it may 
be true as a matter of general knowl- 
edge that a public utility has a con- 
tinuing obligation to render service 
within its franchise area pursuant to 
its filed tariffs as such may be appli- 
cable, the corollary of that proposition 
is that no public utility may be re- 
quired to serve unless it receives a 
fair return on its investment.” 

There is no contention that the 
company should be compelled to give 
service at a continuing loss. It is 
needless to say that the company has 
recourse to the filing of increased 
rates if in its judgment the increased 
rates are essential to the continuance 
of service, but regardless of how much 
a company may be losing in serving 
consumers, it cannot arbitrarily dis- 
continue service to a portion of its 
consumers without the consent of this 
Commission. The company has a 
remedy when it is serving consumers 
at a great loss. It should seek some 
remedy by which its continuing defi- 
cits may be turned into a compensa- 
tory return. 

It is not for this Commission to 
prejudge what, for example, these 
four customers involved in this pro- 
ceeding would do if a new filing of 
rates were made increasing their 
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charges. It appears that the company 
as a whole is losing money. Some- 
thing must be done by the company 
but the method is not by arbitrarily 
eliminating four consumers here and 
possibly later several customers there 
and so on by an unintelligent and an 
unavailing method. 

Considering all of the facts, it is 
my recommendation that this proceed- 


ing be closed on the records of the 
Commission and that the company be 
informed that it should continue to 
supply electric service to the four cus- 
tomers now involved. This recom- 
mendation is made without prejudice 
to the right of the company to file a 
new schedule of rates if in its opinion 
the present schedules do not give a 
compensatory return. 
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Re Wisconsin Telephone Company 


[2-U-1771.] 


Service, § 209 — Telephone extension — Question of delinquent bills. 
1. The question of delinquency in payment of a bill for service furnished 
by a telephone company at one exchange has no bearing on the issues in 
a case involving an extension of service from another exchange to serve 
the delinquent subscriber and others in border-line territory, p. 123. 


Service, § 209 — Telephone extension — Question of property duplication — 
Area between exchanges — Wires in cables. 
2. No question of duplication of property or plant exists in a proceeding 
relating to an extension of service from one exchange of a telephone com- 
pany rather than another exchange to serve subscribers between the ex- 
changes, where pairs of wires for rendering such service are already in 
a cable passing the premises where service is desired and to give service 
from either exchange requires tapping the cable in front of the premises 


with a drop, p. 123. 


Service, § 209 — Telephone extension — Area between exchanges — Choice of 


subscriber. 


3. A potential telephone subscriber has the election of taking service from 
either of two exchanges of a telephone company where telephone lines 
from both exchanges pass his premises, p. 123. 


Service, § 445 — Telephone exchange areas — Conditions of extension — Changes 


by other subscribers. 


4. A potential telephone subscriber should not be denied service from one 
of the exchanges between which he is located because subscribers to serv- 
ice from one of the exchanges will not agree to be transferred to the other, 


p. 123. 


(PETERSON, Chairman, dissents.) 


[November 10, 1941.] 
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APPEARANCES: Francis J. Hart 
and W. E. McGavick, Attorneys, Mil- 
waukee, for respondent, Wisconsin 
Telephone Company; H. W. Kingery 
and Chester A. Price, both of Lake 
Geneva, for applicants for service. 


By the Commission: This pro- 
ceeding was noticed for hearing on 
September 26, 1941, after negotiations 
to accomplish the desired end had 
failed. 


Opinion 


Wisconsin Telephone Company op- 
erates both the Lake Geneva and the 
Genoa City telephone exchanges. 
Lake Geneva is a city of 3,228 people 
and Genoa City a village of 715. As 
of August 31, 1941, the exchange at 
Genoa City had 373 stations, including 
extensions; the Lake Geneva ex- 
change had 2,014, including exten- 
sions. The two communities, as 
shown on the official state map, are 9 
miles apart. 


The Peterson Turkey Farm, which 
by agreement has been substituted for 
the applicant Kingery, a partner in the 
enterprise, is 4.6 route miles from the 
exchange at Lake Geneva and 4.3 air 
line miles. The Genoa City exchange 
is approximately 4.9 miles route mile- 
age from the Peterson farm and 4.4 
miles air line mileage. The highway 
past the Peterson farm and the prem- 
ises of two of the other three appli- 
cants for service carries a toll cable 
line of the respondent from Lake 
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NVESTIGATION of refusal by telephone company to extend 
service from a certain exchange; extension ordered. 





Geneva to Crystal Lake, Illinois. 
There are exchange lines in the cable 
which render rural multiparty service 
from both exchanges. 

The rural multiparty service from 
Genoa City reaches its last subscriber 
at a point approximately 900 feet 
southeast of the most southerly of the 
Lake Geneva rural subscribers. Be- 
tween the two no rural subscribers are 
served. The two exchanges are op- 
erated under the direction of the same 
local manager. The most southerly 
Lake Geneva subscriber is approxi- 
mately 2,400 feet from the Peterson 
Turkey Farm, the farthest distant of 
the four applicants for Lake Geneva 
service. Fifteen hundred feet north 
of the Peterson Turkey Farm is the 
last residence served from Genoa City. 

The Price premises are approxi- 
mately 800 feet northeast from the 
Peterson farm. The Benson premises 
immediately adjoin the Peterson farm, 
with perhaps 250 feet or 300 feet 
between the residences, while the 
Schwantes premises are located ap- 
proximately 250 feet east of highway 
12 on a northeast southwest highway 
in an area not served by either Genoa 
City or Lake Geneva, the nearest sub- 
scriber, however, being the most 
northerly Genoa City subscriber. 

In February, 1941, Mr. Kingery, 
a partner in the Peterson Turkey 
Farm, applied for Lake Geneva service 
on a rural party business basis at that 
farm. Upon the grounds that the 
premises were located in the Genoa 
City exchange area and _ previously 
had been furnished service from the 
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Genoa City exchange; that three other 
Genoa City subscribers are located 
west of the applicant, the most north- 
erly subscriber being C. Reith 1,500 
feet north of the Peterson farm; and 
that the rural line of the Genoa City 
exchange passes the farm, Mr. King- 
ery was advised that Genoa City ex- 
change rural business service was 
available to him, that the service, both 
exchange and toll, is adequate, and he 
should receive service from that ex- 
change. He was also informed, how- 
ever, that provided the three Genoa 
City subscribers to the northwest of 
the Peterson farm would agree to 
change their Genoa City exchange 
service to Lake Geneva service, the 
company would serve the entire com- 
munity from its Lake Geneva ex- 
change. It would not agree, however, 
to serve the area from both exchanges 
because of economic considerations 
and because it would result in duplica- 
tion of plant facilities. 

In May the local manager inter- 
veiwed the three Genoa City subscrib- 
ers northwest of the Peterson farm 
and found them unwilling to have 
Lake Geneva instead of Genoa City 
service. 

Respondent’s witness testified that 
to serve the Peterson farm from the 
Lake Geneva exchange, it would be 
necessary to extend the Lake Geneva 
lines in the cable from the intersection 
of U. S. highway 12 and the north 
and south road on the center line of 
section 17. This would be done by 


opening the cable and splicing wires 
from Lake Geneva, cut dead at that 
point, with other wires in the cable, 
and making another opening in the 
cable at the terminal opposite the O. V. 
Benson residence, just north of the 
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Peterson farm, approximately 2,800 
feet from the first cut at the highway 
intersection. Of the total distance, 
approximately 1,500 feet of rural dis- 
tribution wire connected to the Genoa 
City exchange in the cable would be 
duplicated. Respondent estimates that 
the Peterson farm could be served 
from the Genoa City exchange by an 
expenditure of $36; and from the 
Lake Geneva exchange of $111. 
To serve all four applicants herein 
from Lake Geneva would require a 
total expenditure of $160; the total 
expenditure to serve the four from 
Genoa City would be $60. 

The record substantiates the state- 
ment that rural multiparty service was 
once furnished from Genoa City to 
premises considerably nearer Lake 
Geneva and northwest of the present 
last subscriber of the Genoa City serv- 
ice; that gradually there has been an 
encroachment, if such it may be called, 
by the Lake Geneva exchange, into the 
territory originally allocated to Genoa 
City until today the dividing line the 
company has set up between the ex- 
changes is considerably to the south- 
east of its original location. The last 
encroachment, voluntary on the part 
of the company, was in 1940 to the 
premises of C. Reith who is located 
approximately 400 feet southeast of 
the intersection of highway 12 and 
the north and south road on the center 
line of section 17. 

The respondent’s reasons for re- 
fusal to give service to the four appli- 
cants are summarized as follows: 

1. The Peterson farm is located 
well within the exchange area now 
adequately served by the Genoa City 
exchange ; 

2. The Peterson farm may be 
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served from the Genoa City exchange 
rural line which now passes the prem- 
iSes ; 

3. Toll facilities between the two 
exchanges are adequate and the sub- 
scribers of both exchanges may com- 
municate with each other upon the 
payment of the established _ toll 
charges; 

4. If applicants for service do not 
desire Genoa City exchange service, 
any one of them can obtain Lake 
Geneva exchange service under the 
provisions of the filed tariffs relating 
to the foreign exchange service, at a 
cost of $14 per month. 

5. If the extension were granted, it 
would result in a breakdown in the 
present exchange area boundary and 
would duplicate Genoa City exchange 
lines for a distance of approximately 
1,500 feet; 

6. If the extension of the Lake 
Geneva exchange rural service were 
made in this area, it would provide op- 
portunities for the unauthorized use 
of the toll service by subscribers liv- 
ing in the vicinity, which the company 
maintains would be discriminatory to 
all other subscribers to both ex- 
changes ; 

7. If the extension were authorized 
it is probable that further extension of 
the lines would be made with a result 
that there would be further duplica- 
tion of the plant and facilities in this 
area. 

As to the potential subscribers de- 
siring Lake Geneva service, the record 
shows that Messrs. Kingery and Pe- 
terson have established what is known 
as the Peterson Turkey Farm on prop- 
erty owned by an estate. The part- 
nership’s post office address is Lake 
Geneva. It obtains its electric service 
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from the Wisconsin Power and Light 

Company through Lake Geneva. One 
partner, Peterson, lives on the farm, 
the other, Kingery, lives in Lake Gen- 
eva. The farm covers about 110 
acres. In the peak of its business year, 
the farm will operate with about 40 
people. This peak occurs between No- 
vember 1 and the end of the holiday 
season. 

The partner, Peterson, has been en- 
gaged in the turkey business for some 
years in Hebron, Illinois. When the 
partnership was organized, it moved 
to the farm near Lake Geneva. It is 
raising 9,000 turkeys this year with 
the anticipation of raising 15,000 next 
year. The farm raises little of its 
feed, the bulk of it being shipped in. 
The partnership buys all provisions 
for maintenance of the farm house- 
hold in Lake Geneva, and when it has 
its 40 people employed during the busy 
season, probably residents of Lake 
Geneva, supplies will come from Lake 
Geneva. The electric company has in- 
vested considerable capital in con- 
structing a line to the premises, which 
uses more than the normal amount of 
electrical energy in the heating of the 
brooders, etc. 

The city of Lake Geneva is a well 
advertised tourist community and the 
fact that it is well known in northern 
Illinois and elsewhere was instrumen- 
tal in bringing the partnership to its 
present location. 

Applicant Price resides in the 
northeast quarter of section 17. He 
is a general contractor and has estab- 
lished a permanent home on 2% acres 
of land on the north side of highway 
12, northeast of the Peterson farm. 
He does all of his business in Lake 
Geneva, where are centered his social 
















as well as his church connections. He 
has two children in high school in 
Lake Geneva. He buys all the ma- 
terial for his contracting work, as well 
as the supplies for his home, in Lake 
Geneva. He is now in the fourth year 
of his contracting business. All of 
his work is done in Lake Geneva and 
the Lake Geneva trade area. At pres- 
ent he has 17 men working for him, 
of whom 10 live in Lake Geneva. He 
pays more than $300 a week in wages 
direct to Lake Geneva help. His need 
of the service is to keep in contact with 
his employees and the people with 
whom he contracts, in dealing for ma- 
terial as well as in changing help from 
one job to another. His family has 
been located in the Lake Geneva area 
for twenty-five years. He testified 
that the manager of the two exchanges 
has called upon him three times in 
three years, soliciting installation of 
the Genoa City service, and that upon 
the occasion of these calls he made 
verbal application for the installation 
of Lake Geneva service which he was 
unable to obtain. Six of the 17 men 
who work for Price have Lake Geneva 
exchange service at their homes. 
Applicant Benson was not present 
at the hearing. It appears, however, 
from the earlier investigation of the 
Commission staff that Benson lives 
only a few hundred feet north of the 
Peterson farm and is a carpenter em- 
ployed by the Chicago and North 
Western Railway Company in Chica- 
go. He travels back and forth to his 
work by train. Were the railroad 
company able to contact Benson by 


.telephone he feels that he could get 


more work from the company. 
Information as to _ applicant 
Schwantes (also not present at the 
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hearing) and his need of Lake Geneva 
service is more meager. At the time 
of the Commission’s investigation of 
the matter, he was doing contracting 
work in Lake Geneva and felt he could 
obtain more work were he to have 
the telephone service for which he has 
made application. Testimony of re- 
spondent’s witness indicates that 
Schwantes is now employed elsewhere 
than in Lake Geneva. The Schwantes’ 
premises is in the “no man’s land’’ be- 
tween the end of the rural line from 
Lake Geneva and the end of the rural 
multiparty line from Genoa City, but 
respondent’s witness when questioned 
testified that because the telephone 
plant had been laid out so as to serve 
Schwantes from Genoa City should he 
desire service, it probably would re- 
fuse him Lake Geneva service even 
were he the only applicant. 
[1] Some question has arisen as to 
a delinquent account which Price al- 
legedly has with the company and con- 
siderable discussion as to the compa- 
ny’s alleged statement of refusal to 
serve Price until the delinquency is 
erased. Price admits owing part of 
the amount, and indicates that he is 
willing and able to pay it at this time. 
He has, furthermore, offered to make 
an advance payment of $50 for Lake 
Geneva service. However, the ques- 
tion of delinquency has no bearing 
upon the issue in this case. The com- 
pany has its filed rules as to payment 
of current bills, and delinquent ac- 
counts are collectible as any other sim- 
ilar debt. Madison Gas & E. Co. v. 
Wylie (1914) 13 Wis RCR 518. 
[2-4] There can be no question of 
duplication of property or plant. The 
pairs for rendering service to Lake 
Geneva are already in the cable pass- 
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ing the Peterson Farm premises. To 
give the farm service from either ex- 
change requires tapping the cable in 
front of the farm with a drop. Hence 
there can be no duplication of plant 
which does not already exist. The is- 
sue herein is a question of extension 
of service. It is more in the nature of 
an election of service by a subscriber 
where two parallel lines pass the prem- 
ises to be served. As stated, the physi- 
cal plant is available to serve from 
either exchange and the amount of 
work necessary to make the connec- 
tion from the lines of either is negligi- 
ble. It is a well-recognized principle 
that where telephone lines from two 
different exchanges pass the premises 
of a potential subscriber, that sub- 
scriber has the election of taking ei- 
ther of the services available. In this 
case, the physical setup is such that 
connection to these subscribers is rela- 
tively inexpensive, possibly less than 
the cost of the ordinary rural exten- 
sion for which the company’s rules 
provide. No impairment of the rural 
service of either of the exchanges will 
result. No additional investment in 
property is required to render the 
service here requested. To require 
that a potential subscriber take the 
service of one exchange when the 
service of two is available because of 
some arbitrary line of demarcation of 
service between the two, is neither 
equitable nor reasonable, and con- 
ceivably may result in discrimination. 
For example, if subscriber A can have 
only the service of exchange X and his 
neighbor B, 400 feet away, is accord- 
ed service from exchange Y, when the 
need of both for Y exchange service 
is identical, discrimination is created. 
Nor can such discrimination be over- 


WISCONSIN PUBLIC SERVICE COMMISSION 


come by rendition to subscriber A of 
foreign exchange service at the higher 
rates applicable thereto. Respondent 
admits that were all of the subscribers 
in the area agreeable to having Lake 
Geneva service, it would serve them 
from Lake Geneva. It is inequitable 
and unreasonable to predicate rendi- 
tion of service to certain individuals 
whose need for it has been established, 
upon a condition that others forgo 
the service they now enjoy when their 
need of that existing service is pre- 
sumably as great as that of the appli- 
cants for another service. Such treat- 
ment precludes the possibility of ren- 
dering the service of one exchange, 
and would frequently prevent attain- 
ment of the standards of § 196.03, 
Statutes. 


Finding 

The Commission find: 

That reasonably adequate service 
and public convenience and necessity 
require that the Wisconsin Telephone 
Company serve Peterson Turkey 
Farm, Chester <A. Price, Ray 
Schwantes, and Oscar V. Benson, all 
residing in section 17, town of Bloom- 
field, Walworth county, from its Lake 
Geneva exchange. 


PETERSON, Chairman, dissenting: 
I cannot agree with the majority opin- 
ion in this case. I am unable to recon- 
cile the conclusions of the majority 
with the findings in the opinion and 
unable to ascertain the precise grounds 
upon which service to the prospective 
subscribers is ordered. If, as the ma- 
jority seems to hold in one part of the 
opinion, duplicate existing facilities of 
both the Lake Geneva and Genoa City 
exchanges are presently available to 
the prospective subscribers, no show- 
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ing of public convenience and neces- 
sity, pursuant to § 196.50 (2), is re- 
quired. If, in fact, such a situation 
exists, the prospective subscribers may 
elect the service of their choice, with- 
out authority of this Commission. 

Although the majority finds that 
public convenience and necessity re- 
quire the connection of the prospective 
subscribers to the Lake Geneva ex- 
change, such finding appears to be 
based upon a mere recitation of the de- 
sires of the one applicant, Peterson 
Turkey Farm, and one of the three 
other prospective subscribers. No 
conclusions or determinations of the 
public convenience and necessity in- 
volved are cited in support of the find- 
ing. 

What is the true situation? Is the 
existence of duplicate existing facili- 
ties a fact? Has there been a conclu- 
sive showing that the public will be in- 
convenienced or deprived of an urgent 
or necessary service if the prospective 
subscribers are not connected to the 
Lake Geneva exchange? 

With respect to the existence of 
duplicate facilities, the record is un- 
disputed that the present facilities of 
the Lake Geneva exchange are term- 
inated at a point 2,800 feet northwest 
of the Peterson Turkey Farm. This 
termination is effected by means of 
dead-ending the exchange pairs in the 
combined exchange and toll cable car- 
ried between Genoa City and Lake 
Geneva. From an operating point of 
view the termination at that point is 
as abrupt and effective as if open wire 
circuits had been terminated. The 
point of termination not only delimits 
the operating area of the Lake Geneva 
exchange along highway 12 between 
Genoa City and Lake Geneva, but like- 


1 


wise is definitive of the company’s 
profession of service or undertaking 
to serve in that area. One subscriber 
located about 400 feet southeast of 
this point is served from the Lake 
Geneva exchange without paralleling 
Genoa City exchange facilities. 

It is likewise undisputed that the 
present exchange facilities of the 
Genoa City exchange parallel the 
premises of the prospective subscribers 
and are terminated at a point about 
1,300 feet southeast of the termination 
of the Lake Geneva exchange circuits. 
Genoa City exchange facilities in this 
area are likewise included in the com- 
bined exchange and toll cable and are 
terminated by dead-ending the ex- 
change cable pairs. There can be no 
question, therefore, that exchange fa- 
cilities of Genoa City are available to 
the prospective subscribers. By the 
same token, the existence of Genoa 
City exchange facilities in the entire 
area within which the prospective sub- 
scribers live, and the absence of other 
exchange facilities in the area, effec- 
tively delineates the undertaking to 
serve from the Genoa City exchange. 

In apparently concluding that dupli- 
cate facilities exist in the area, the ma- 
jority appears to rely on the fact that 
there are excess pairs in the cable 
which parallel the premises of the 
prospective subscribers and which can 
be utilized for the rendition of Lake 
Geneva exchange service. The exist- 
ence of these excess circuits in the 
cable is in no way related to the extent 
of the actual or potential service area 
of either exchange. They are a mere 
incident of an ordinary and universal 
sound practice of providing capacity 
for future growth and contingencies 
in all cable installation. It would be 
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no more logical to construe their avail- 
ability as an extension of Lake Geneva 
exchange facilities than to consider 
the presence of poles of an electric 
utility which are available for con- 
tacts as an extension of exchange fa- 
cilities. In both cases the presence of 
the additional facilities might reduce 
the cost of a further extension of serv- 
ice, but would in no way be determina- 
tive of the undertaking to serve. 

In my opinion the conclusion that 
parallel facilities of both the Lake 
Geneva and Genoa City exchanges are 
available is untenable and not support- 
ed by the evidence. If such be the 
case, the extension of Lake Geneva 
service can only be supported by a 
showing of public convenience and 
necessity. 

Three of the four prospective sub- 
scribers involved have not filed the 
necessary written applications for 
Lake Geneva service with the compa- 
ny. Two of these three apparently 
were not sufficiently interested to ap- 
pear at the hearing to testify, or to 
have testimony submitted in their be- 
half. Certainly such lack of interest 
on the part of the prospective sub- 
scribers Schwantes and Benson is 
hardly persuasive that public conven- 
ience and necessity, or for that mat- 
ter, private convenience and necessity, 
require their connection to the Lake 
Geneva exchange. 


Evidence was offered by Price 
(who up to the date of hearing had 
not made a written application for 
service) that he would have a con- 
siderable use of Lake Geneva service. 
Price is presently engaged in the gen- 


eral contracting business in and 
around Lake Geneva, and now has 
some employees who take service from 
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the Lake Geneva exchange. All of the 
evidence offered by Price is conclu- 
sive that avoidance of toll charges and 
private convenience comprise _ the 
principal grounds for his request. No 
evidence was offered by Price or in his 
behalf showing that the general public 
was in any way inconvenienced or de- 
prived of an essential service because 
of his failure to have Lake Geneva 
telephone service. 

Considerable evidence was present- 
ed by the applicant, Peterson Turkey 
Farm, relative to its need for Lake 
Geneva service. It is highly signifi- 
cant, however, that no evidence was 
presented to show that anybody now 
served from the Lake Geneva ex- 
change desired telephone communica- 
tion with the applicant. The appli- 
cant presented an open letter from the 
Lake Geneva Chamber of Commerce 
(Exhibit 3) in support of its petition. 
This letter urges the Commission 
to grant the petition of the Peterson 
Turkey Farm because of “our feeling 
that great benefit will be derived by the 
city of Lake Geneva from such a 
listing.” The benefits to be derived 
from the advertising value of the 
Peterson Turkey Farm by either Lake 
Geneva or Genoa City are of no pro- 
bative value in determining the re- 
quirement of public convenience and 
necessity. 

In brief, the principal evidence in 
support of the applicant’s petition is 
the necessity for telephone communi- 
cation with feed dealers (not located 
at Lake Geneva) and the availability 
of Lake Geneva service to prospective 
retail purchasers of dressed turkeys in 
the surrounding area and in Northern 
Illinois and the Chicago area. Ob- 
viously, practically all the prospective 
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customers in this market area would 
have to utilize toll facilities to com- 
municate with the Peterson Turkey 
Farm. Except for the fact that Lake 
Geneva may be better known over a 
wider area than Genoa City, there is 
no advantage to such potential toll 
users of having the Peterson Turkey 
Farm connected to the Lake Geneva 
exchange. The testimony is uncon- 
tradicted that the service and toll and 
exchange facilities provided by the 
Genoa City exchange are adequate. 
As in the case of Price, the evidence 
demonstrates that the primary con- 
sideration of the Peterson Turkey 
Farm is private convenience. There 
is not one iota of evidence that any 
other subscribers of the Lake Geneva 
exchange will be deprived of a conven- 
ient and necessary telephone service if 
the applicant or any of the other pro- 
spective subscribers do not receive 


Lake Geneva service. The fact that 
Lake Geneva is not a primary market 
for the Peterson Turkey Farm, either 
in respect of the sale of its turkeys, or 
the purchase of feed requirements, 
negates any claim that Lake Geneva 
service to the farm is required by pub- 
lic convenience and necessity. 

On the basis of the evidence pre- 
sented in this case, I find no warrant 
for the conclusion that parallel facili- 
ties of both the Lake Geneva and 
Genoa City exchanges are available 
to the prospective subscribers, or that 
public convenience and necessity re- 
quire the extension of Lake Geneva 
service to the Peterson Turkey Farm, 
Chester A. Price, Ray Schwantes, and 
Oscar Benson. The Wisconsin Tele- 
phone Company should not be ordered 
to extend Lake Geneva service to the 
above-mentioned prospective sub- 
scribers. 
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Re Southwest Water Company 


[Case No. 9949.] 
Certificates of convenience and necessity, § 83 — Grounds for denial — Lack of 


local consent. 


A certificate of convenience and necessity for the construction and opera- 
tion of a public utility system should be denied in the absence of a showing 
that the consent of local authorities has been granted to place the utility’s 
facilities along and across the roads of the particular area in which it 
sought to operate, even though the area in question is not incorporated. 


[October 22, 1941.] 


 geonnaraig on application for authority to operate water 
system; cause dismissed. 


By the Commission: By its first 
report and order herein, issued Febru- 
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ary 11, 1941, the Commission dis- 
missed this case on the grounds it had 
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MISSOURI PUBLIC SERVICE COMMISSION 


no authority to grant a certificate of 
convenience and necessity to the ap- 
plicant to own, maintain, and operate 
a water supply system in Jackson 
county. Applicant failed to show it 
had received consent of the county 
court of Jackson county to place its 
water mains and pipe lines along and 
across the roads of the particular area 
in which it sought to operate. The 
area in question was not incorporated. 

On motion of the applicant that the 
case be reinstated and a rehearing had, 
the Commission’s order sustaining the 
motion was issued April 18, 1941. 
Upon rehearing the case was submit- 
ted upon the entire record made in the 
case. 

The applicant presented no addition- 
al evidence at the rehearing. It has 
presented a brief on some of the legal 
questions involved. 

The protestant submitted additional 
evidence concerning its status as well 
as showing that since the first hear- 
ing of this case the county court of 
Jackson county has again refused to 
give its consent to the applicant to lay 
or maintain its water mains or lines 
along and across the streets and roads 
of Jackson county. 

Without that consent the applicant 
contends and argues in its brief that 
§ 5193, Mo. Rev. Stats. 1929 (§ 5349, 
Mo. Rev. Stats. 1939) does not re- 
quire that “consent of the proper mu- 
nicipal authorities’ is a condition 
precedent to the granting of a certifi- 
cate of convenience and necessity for 
the construction, maintenance, and op- 
eration of a water system as a public 
utility in an unincorporated area in 
this state. It contends that section is 
confined to areas within the corporate 


limits of incorporated cities, towns, 
and villages. Protestant’s brief con- 
tends to the contrary. The case now 
hinges on that point. 

An examination of the findings of 
this Commission for many years back 
will show that the Commission has 
consistently required a showing that 
the applicant has secured the consent 
of what is considered proper munici- 
pal authority before granting author- 
ity to own, lease, construct, maintain, 
and operate any water, gas, electric, or 
telephone system as a public utility, 
Consent of the city, town, village, the 
county court or the State Highway 
Commission; depending upon wheth- 
er the line or system was to be placed 
within the incorporated city, within 
the unincorporated area of the coun- 
ty, or along a state highway, has al- 
ways been made a condition precedent 
to the granting of such certificate by 
this Commission. We find nothing in 
this case convincing us the former 
findings have been in error. We find 
out former disposition of this case is 
correct. 

It is, therefore 

Ordered: 1. That this cause be and 
is hereby dismissed. 

Ordered: 2. That this order shall 
take effect on this date, and that the 
secretary of the Commission forth- 
with serve certified copies of this or- 
der on all interested parties, and that 
a copy of this order be filed with said 
secretary in the office of the Commis- 
sion. 


Stueck, Chairman, Ferguson, 
James, VanOsdol, and Williams, 
Commissioners, concur. 
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By Hand you ? A Invoices an hour 





can write (if you hurry) 


With a 3 A Invoices an hour 


(some days) 


Typewriter 


: Invoices an hour 
on a rs _— [5 with the EGRY 
SPEED-FEED 


In one minute the Egry Speed-Feed converts any 

typewriter into a practical billing machine. Immedi- 

ately the daily output of typed forms is sharply 

increased because all the time of the operator is 

productive. No more manual inserting of carbons 

in forms; no jogging into alignment; no removing 
& carbons after forms are written. 


But more! The Speed-Feed elimi- 
nates the use of wasteful, costly pre- 
inserted one-time carbons, cut forms, 
and other out-dated methods. Sav- 
ings of 2000 boxes of carbon paper 
and more per year are common 
among Speed-Feed users. 


In these days when speed in office routine must match accelerated production tempo, the Egry 
Speed-Feed (which costs less than 2c per day for only one year) is indispensable. Demonstrations 
on request without cost or obligation. Consult classified directory for name of local Egry sales 
agent. Literature on request. Address Dept. F-115. 


The EGRY REGISTER Company 
Dayton, Ohio 

SALES AGENCIES IN ALL PRINCIPAL CITIES 

The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Ontario, Caneda 
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Industrial Progress 


Selected information about manufacturers, new prod- 


ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Equipment Notes 


Silex Adds Low-Priced 
Model to Line 


The Silex Company announces a low-priced 
addition to the Silex Glass Coffee Maker line— 
the Manhattan model—to retail at $2.95. This 
price, as of January 1, 1942, is $1.00 lower than 
the next Silex model. 

Designed for mass market sales and quick- 
turnover, the Manhattan model has every ex- 
clusive Silex feature. It uses a minimum of 
metal, insuring production in large quantity. 

The Manhattan model features the wide 
neck, for easy cleaning. The exclusive Silex 
Spring Tension filter is standard equipment. 
While many plastic molded parts have been 
eliminated because of shortages, all standard 
Silex equipment will fit the Manhattan model. 

As an introductory offer, the Manhattan 
model is included in the Silex January Special. 
Six units, list price $17.70, are offered at $10.62. 
In addition, six new Perfected Safety-Lock 
Silex Filters are offered free, bringing the 
list value of the January Special to $20.70, a 
profit of 49 per cent for the dealer. © 

For details write direct to the Silex Com- 
pany, Hartford, Connecticut. 


More Than 14 Billion 
Lamps Sold in 1941 


More than one and a third billion lamps, a 
new record, were sold in the United States dur- 
ing 1941, it is reported in the annual review 
of the electrical industry by Guy Bartlett, pub- 
lished in the January issue of the General Elec- 
tric Review. The estimated total of 1,350,000,- 
000 included 718,000,000 large and 610,000,000 
miniature incandescent lamps, and 22,000,000 
Huorescent lamps. Miniature lamps include 
automobile, flashlight, and similat lamps. 

The report shows that lamp sales in 1941 
were more than double those of 10 years earlier 
—with 570,000,000 in 1931. The 1941 total was 
nearly five times that of 20 years ago—with 
280,000,000 in 1921. 





DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 


They’re Built for Hard Work 











Quick Fuse-Changing in 
Close Quarters 


A new convenience for quickly changing 
fuses in close quarters and giving notice on 
inspection that another spare is required, are 
features compactly embodied in a Spare Fuse 


Spare Fuse Holder and Puller 


Holder and Puller combined, recently an- 
nounced by Littelfuse, Incorporated, 4797 
Ravenswood Ave., Chicago. These new devices 
are applicable to all 4AG and 5AG fuses. 

The fuse in circuit goes through one end of 
the soft rubber rectangular Littelfuse Holder, 
between the clips. Above, and at right angle, is 
an opening in the holder for the spare fuse. 
When inserted, the caps of the spare fuse pro)- 
ect beyond the holder affording an easy grip. 
When the fuse in circuit blows, all the operator 
has to do is to pull and reverse the Littelfuse 
Holder. This puts the spare fuse in circuit and 
brings the blown fuse on top in the position 
that the spare was in. 

One end of the Littelfuse Holder and Puller 
is painted red. Until a fuse change is necessary, 
the red end is underneath, out of sight. When 
a reverse is made, putting the spare fuse in 
circuit, the red end is brought into full view 
on top, indicating to an inspector or service 
man that a fuse has blown and that another 
spare is required, If the end is black both the 
fuse in circuit and the spare are still servic- 
able. Fuses are easily removed and replaced. 

“Windows” in the Spare Fuse Holder and 
Puller keep the elements of both fuses in view 
at all times. 
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AMERICAN 
LINE CONSTRUCTION BODIES 
PRESENT DEFINITE ADVANTAGES 














Low Operating Costs 


With all steel construction, American bodies are built stronger, af- 
fording greater carrying capacity; and at the same time lighter,— 
less dead weight to consume fuel and wear out tires. 


Safety 


Also, steel construction promotes safety. Advanced design does 
away with hazardous projections; tools are stored securely and 
safely; loading and unloading operations have been simplified and 
safeguarded. 


Comfort and Convenience 


American design provides for adequate ventilation and for comfort 
in all weathers. Equipment is stored so as to be readily accessible 
and within easy reach. 


Continual improvements contribute to make American bodies excel 
in efficiency, economy and appearance. 


Write for literature. 


THE AMERICAN COACH & BODY CO. 
Woodland Ave. at E. 93rd St., Cleveland, Ohio 


* AMERICAN * 





Public Utilities Equipment for Motor Vehicles 
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Smoke Alarm 


Photoswitch, Inc., Cambridge, Mass., an- 
nounces a newly designed Photoswitch Photo- 
electric Smoke Alarm, Type A25C, which, it 
is claimed, increases combustion efficiency by 
indicating the degree of smoke density passing 


Indicates Degree of Smoke Density 


through the stack and signalling conditions of 
efficient combustion and excess smoke on green 
and red signal lights. The equipment includes 
photoelectric control, light source, and indi- 
cator. 

The photoelectric control and light source 
are mounted on opposite sides of the flue or 
stack. They are aligned so that the light beam 
projects to the eye of the photoelectric control. 
The design of the lens system mounting mini- 
mizes the possibility of soot and dust gather- 
ing on the lenses. 

The photoelectric control is wired to Dens- 
ometer D4 which may be located at any point 
in the power plant for observation by the engi- 
neer. The Densometer meter gives a continuous 
indication of the smoke density. A small green 
signal light signals efficient combustion and a 
large red bulls-eye indicates when excessive 
smoke is passing through the stack. 


70 MASTER-LIGHTS 


© Electric Portable Hand Lights. 

© Repair Car Spot and Searchlights. 

© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 











Manufacturers’ Notes 


Pennsylvania Transformer 
Holds Sales Conference 


On December 4th, 5th and 6th, about twenty 
representatives of the Pennsylvania Trang- 
former Company, from all sections of the 
country, gathered in Pittsburgh for a sales 
conference, 

Highlights of the program included talks on 
“Production under the National Emergency”: 
“Pennsylvania’s Present Activities and Plans 
for the Future”; and “What Pennsylvania js 
Doing in the Field of Research and Develop. 
ment.” Colored slide films showing “Pennsyl- 
vania Transformers in Production” were ex- 
ceptionally well received. 

The sales conference climaxed with the cele- 
bration of the opening of Pennsylvania’s new 
offices at 808 Ridge Avenue, N.S. Pittsburgh, 

Among the guests were city and state dig- 
nitaries and officials from numerous electrical 
and metal companies, and many members of 
the Duquesne Light Company and the West 
Penn Power Company. 


Herbert Metz Heads 
Executive Committee 


A. W. 


Herbert Metz, general lamp and lighting 
sales manager of Graybar Electric Co., has 
been elected chairman of the executive com- 
mittee of the National Adequate Wiring Bu- 
reau. Mr. Metz succeeds W. E. Sprackling, 
vice-president Anaconda Wire & Cable Co. 


Graybar Electric Elects 
A. H. Nicoll President 


Announcement has been made by the Gray- 
bar Electric Co. of the election of A. H. Nicoll 
as president and of G. F. Hessler, D. H. 
O’Brien and E. W. Cashman as vice-presi- 
dents. F. A. Ketcham, present president, be- 
comes chairman of the board. 

Mr. Nicoll has served the company for 30 
years, starting as a sales record clerk in San 
Francisco. He was appointed manager of the 
San Francisco office in 1932. While on the 


. Pacific Coast Mr. Nicoll actively participated 


in all phases of industry work. In 1927 he was 
president of the San Francisco Electrical 
League and in later years headed: up various 
committees in the Pacific Coast Electrical 
Association. He was also active in the Pacific 
Division of the National Electric Wholesalers’ 
Association, serving in 1933 as its chairman. In 
1939 Mr. Nicoll became assistant to the presi- 
dent of the company and last year was elected 
vice-president. 

Mr. Hessler started with Graybar in 1906 
in the purchase records department. By 1919 
he had become manager of the line material 
department. In 1926 he became general utili- 
ties sales manager and in 1933 received the ap- 
pointment of assistant general sales manager. 

Mr. O’Brien began his career with the West- 
ern Electric Co. in 1916, when he started as 
supply salesman. He worked-up through vari- 
ous positions to manager of lighting depart- 
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Ehret’s D.I.P. gives MAINTENANCE-FREE service 
on Underground Pipe Lines EE 


HIGH-MELTING-POINT ASPHALT 
ENS of thousands of feet of, Durant Insu- 
A FULL INCH THICK — 


lated Pipe with a record of years of service ay aaa 
have proved the ability of this system to stand CANVAS JACKETED 
up under the severest conditions. 85% MAGNESIA 


i Boe. “ INSULATION 
The reason lies in its construction. In Ehret’s 


D.I.P. there is combined the time-defying 

characteristics of asphalt and the high in- 

sulating efficiency of 85% Magnesia. Factory 

pre-fabrication makes field installation rapid 

and economical. The result is an under- 

ground piping system that is outstanding, 

both in efficiency and long life. PIPE AS 
(Send for the Ehret D.I.P. Booklet. It contains eecuriae 
complete information on the D.I.P. system.) 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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Manufacturers’ Notes (Con’td) 


ment and manager of telephone and radio de- 
partments at the New York house. In 1928 Mr. 
O’Brien was transferred to the general depart- 
ment as radio sales manager and the following 
year became general merchandising manager. 
In 1934 he was appointed head of the general 
merchandising department. 

Mr. Cashman started with the company in 
the accounting department at Minneapolis. Ad- 
vancing steadily through service work, he was 
appointed service manager in 1921. Subsequent- 
ly he served as service manager in Philadel- 
phia, Chicago and then in New York. In 1939 
he .was promoted to the position of general 
service manager. 


A. W. Humm Joins Hixson-O’Donnell 


Albert W. Humm recently joined Hixson- 
O’Donnell Advertising, Inc., New York, to 
organize and manage a Public Utility and 
Home Appliance Department. Mr. Humm has 
had wide experience with public utility and 
home appliance advertising and promotion. For 
twenty years he was advertising and sales 
promotion manager of Standard Gas Equip- 
ment Corp., manufacturers of domestic and 
hotel ranges and equipment. During this period 
he originated many effective sales promotion 
and advertising programs for both the manu- 
facturer and the utility. 

At Standard Gas Equipment Corp., Mr. 
Humm’s experience included training and di- 
recting of the sales force. He was also active 
in the work of the American Gas Association. 

After leaving Standard Gas Equipment 
Corp., Mr. Humm became associated with the 
advertising agency of Williams & Saylor, Inc., 
as director of the Gas Merchandising Divi- 
sion. In this capacity he created and developed 
the first national water heater program of the 
Association of Gas Appliance and Equipment 
Manufacturers. For several years he also han- 
dled the national gas refrigerator program. 

Mr. Humm’s department at Hixson-O’Don- 
nell will render a fully rounded merchandising, 
advertising and sales promotion service to a 
number of utility and home appliance accounts. 


M.S. A. Opens New 
Canadian Headquarters 


Greatly enlarging its field of service to 
Canadian industry, Mine Safety Appliances 
Company of Canada, Ltd. announces acquisi- 
{ion of a new building conveniently located at 
139 Kendal Avenue, Toronto, where a broad 


line of approved safety equipment will be 
quickly available to meet the ever-growing re- 
quirements of the Dominion’s industrial and 
mining enterprises. 

The Canadian-managed and staffed sub- 
sidiary of Mine Safety Appliances Company 
of Pittsburgh will conduct the manufacture 
and assembly of certain M. S. A. products 
while stocking all important items made by 
the parent company, Mr. R. Morris, general 
manager of the company, will make his head- 
quarters in Toronto. 

Mine Safety Appliances Company of Can- 
ada, Ltd. operates district offices in Montreal, 
New Glasgow, and Sydney, Nova Scotia, 


¥ 


Catalogs and Bulletins 
Meter Parts Lists... 


Revised price lists of repair parts covering 
three of their standard meters have been issued 
by Sangamo Electric Co., Springfield, Ill. 

Parts List No. 9 Revised gives catalog num- 
ber, name and price of each part used in Type 
H Watthour Meters, singlephase and poly- 
phase, service and switch board types. Parts 
List No. 10 gives similar information for direct 
current D-5 Watthour Meters, two and three 
wire, service and switchboard types. Parts List 
No. 19, issue No. 2, covers repair parts on 
Type J Watthour Meters and Type JV Watt- 
hour Meter and Time-switch combinations. 


Wheelco Instruments Catalog 


Wheelco Instruments Company, Harrison 
and Peoria Sts., Chicago, has recently issued 
a catalog designed to provide a convenient, 
condensed listing of the principal items of 
equipment manufactured by this company. 

Since space limitations make it impossible 
to include all available data on every instru- 
ment made by Wheelco, it is pointed out that 
this catalog should not be considered a com- 
plete one. A complete Wheelco catalog will 
be sent to anyone interested. Individual bulle- 
tins will be supplied to provide detailed informa- 
tion on specific instruments. 


Industrial Safety Equipment Catalog 


A new general catalog of Industrial Safety 
Equipment has been prepared by the Mine 
Safety Appliances Co. of Canada, Ltd. 

Copies may be obtained by writing to the 
manufacturer, 139 Kendal Avenue, Toronto. 








For Plant 
Protection 


Maintenance 


WHEAT  #Ss, 


Rechargeable Spotlight 


KOEHLER MANUFACTURING C0. Mariboro, Mass. 


Weight 6 Ibs. 
1,000 Hours 
Battery Life 
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AR FINDS US READY 


We are building the transformers war industries require . . . and 
we’ re going to continue doing so faster and better than ever before! 


We have trained our personnel for this very emergency! We have 
greatly enlarged our plant facilities! We have installed the most 
modern equipment for manufacture and testing. We promise 
experience and skill in research, engineering and workmanship. 


These are Pennsylvania's facilities .. . geared for immediate 


ering 
' action They are yours to command! 


TRANSFORMER COMPANY 


808 RIDGE AVENUE, ¢ N. S., PITTSBURGH, PA. 
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PULV. COAL FIRED 
950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 
































APPLIED TO 


MODERN PUBLIC UTILITY BOILER 











ST. LOUIS, MISSOURI 
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BAYER SOOT CLEANERS 





605,000 LBS./HR BOILER 
1350 LBS. PRESSURE 
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I’ve got a new 2-Speed Job 
It’s a honey to handle 
Thanks to Timken “Easy-Shift” 


So easy, in fact, that in most instances, after a little practice, you 
can shift without declutching. And it’s all because the new Timken 
“EASY-SHIFT” makes possible an instantaneous engagement of 
the shift collar with the desired pinion at synchronized speeds in 
Timken 2-Speed Axles. “EASY-SHIFT” results in the elimination 
of speed loss in shifting on upgrades, and minimizes shock load 
from sudden clutch engagement. It is in itself a distinct contribution 
to driving ease. For the first time, too, you can utilize remote 
control power shifting. But whether you prefer manual, vacuum, 
compressed air, or mechanical control, be sure your new 2-speed- 
drive truck has a Timken Axle with the new “EASY-SHIFT.” 


THE TIMKEN-DETROIT AXLE CO., DETROIT, MICHIGAN 
WISCONSIN AXLE DIVISION, OSHKOSH, WISCONSIN 
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“That entry 
proves 
the point...” 


In these days of increasing inspection of 
records, any one of the entries made today 
may be mighty important a year —or 
twenty or fifty years — from now! You 
can’t guess which one it may be. Keep all 
your records on paper that will stand up 
under today’s tough usage... and time! 
Well-known business men, bankers, and 
accountants all over the country make 
sure of that by specifying L. L. Brown 
record papers for all records. 












ae 





L. L. Brown record papers are outstanding 
in their uniformity and durability. Every 
one of them has a perfect surface for any 
kind of writing, for erasure, and re-writ- 
ing. These qualities have been part of 
these fine papers for nearly a hundred 
years! And yet, the cost is no more than 


—— 













for papers of similar rag percentage — 
fraction more than for obviously cheap 
papers. Ask your printer to supply you 
next record forms and books on thes 
fine papers. 






... for your correspondence! 
The crisp, authoritative crackle of an L. L. 
Brown bond tells your client or customer 
at once that you thoroughly value your 
contact with him! Let your printer show 
you your letterhead on these fine letter 
papers. 















FREE! ... This newest L. L. Brown Booklet (reading time about 8 minutes) shows 
you how to get superior records, more impressive stationery at microscopic .. . 
Cay. s. 


extra cost. Write today—please ask for booklet B, “‘MUCH for a mite.” 
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L- L- BROWN comes 
Established in 1849 


Adams, Massachusetts 
Papers for Dependable Records, Impressive Correspondence 
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DITTO METHODS 
GIVES WINGS TO UTILITIES 
DETAIL 


... EVERYBODY IS FREED 
FOR MORE AND BETTER WORK 
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Faith in THE Future 


OF MODERN METERING 


January 15, yg 





Frith in the 
operation of the electric utility im 
watthour meter manufacturers, & 
sign and development of the 
meter well ahead of meteri 
Thanks to this faith and coop 
meters built today are fully ca 
load conditions for some time 
normal times are once more 
are sure to be, watthour mete: 
their important part in system 


ELECTRIC COMPANY \ 


ins, £1 2s 


SANGAMO 





Now ... the complete, one-volume key to 


INSULATION 


—kinds, applications, testing, theory 








Here is a new and helpful guide for all concerned with the design and us 
of electrical apparatus—a book that covers all aspects of its insulation— 
concisely reviews the theory—describes and compares the materials—ani 
gives complete details of the insulation problems present in all types o 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 








18 chapters cover: 
Dielectric Phenomena 


Theories of Dielectric Behavior 
Factors Affecting Dielectric Behavior 
Insulating Materials 

Industrial Motors and Generators 
Large Rotating Machines 

Control Apparatus 

Transformers and Reactors 
Cireuit-breaker Principles 
Cireuit-breaker Constructions 
Transmission-line Insulators 
— Arresters 

‘ Heating Appli 

Lamps an dtu thes 

Meters, Instruments, and Relays 


nsulatin 
High-voltage Testing Equipment 








450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theoretical treatments of dielectrle 
phenomena and the needs of engineers and designers for data on present-day Insulation 
practices. 

From it the reader can get everything necessary to an intelligent approach to insuls- 
tion problems—a correlation of the theoretical and the practical—plus many facts and 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific tyne 
of apparatus, breaking each one down to show every insulation requirement and bet 
practices in handling it. 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. ©. 
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The cook can’t forget to set the Robertsiaw_ 
heat control. She must set it in order to turn 


on the fuel! One single motion does both jobs. 


Another single motion turns the fuel off and The simpler b 


returns the setting to zero. It couldn’t be sim- the easier tou 


pler—or surer! or t0 — 


the quick 
FOR GAS AND ELECTRIC RANGES 


dielectrie 
insulation F . . 
lo insula- ‘ : : 
facts and 


pets se ROBERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PA. 


and best 
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; 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 







Newport News Shipbuilding and Dry Dock Company 
Mabvelgeltlita Turbine Division) 


Newport News, Virginia 
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wh KINNEAR ROLLING FIRE DOORS 


Sabotage by fire is now a greater threat to vital 
production than ever before. And when a fire 
_ does break out, open or unprotected doorways, 
windows and corridors become one of your 
greatest hazards, Strong drafts can sweep flames 
through such openings with disastrous speed. 
But you can stop fire at these danger zones with 
Kinnear “AKbar”™ Rolling Fire Doors and Window 
Shutters. They are fireproof ... automatically 
controlled . . . equipped with a strong, push- 
down starting spring that assures quick, positive 


SAVING WAYS 
IN DOORWAYS 





5 


closure, They are safe, too, because their down- 
ward speed is controlled, to guard against injury 
to persons passing underneath — and a special 
counterbalance permits emergency opening after 
automatic closure. They are approved and labeled 
by the Underwriters’ Laboratories. And Kinnear 
Rolling Fire Doors can readily be equipped for 
regular, daily service use, with motor or manual 
control! Write Kinnear today for the complete 
story! THE KINNEAR MANUFACTURING COM- 
PANY, 2060-80 Fields Avenue. Columbus, Ohio. 
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SAVE 50% s 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 





OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toronto 
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POWER... 


as nearly unfailing as human skill can devise 


_ almost flawless dependability that 

characterizes the electric power and light 
services of the nation today is the result of 
years of painstaking scientific development 
... conducted alike by the utility companies 
and by the industries which supply them with 
equipment. Because of the part which Exides 
have played in this development — because 
throughout the entire history of the electric 
industry the quality and dependability of 
these batteries have never varied — Exides 


occupy an enviable position. This explains 


why, in so many of the nation’s largest power 
plants, Exides faithfully provide power for 
the operation of vital equipment, and, in 
emergencies, furnish light for the plant itself. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 


Exide 


BATTERIES 
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ver see this flag 


It is the U.S. Navy “‘E.”? This symbol, on a Navy 
vessel, indicates special ‘‘excellence’’ in some activity 


such as gunnery or engineering. 





1. The “E” is the highest group 
honor awarded by the Navy. 
Crews work hard for it, and are 
proud to see it on their vessel. 








3. One factory so honored is the 
Erie, Pennsylvania plant of 
General Electric, where the award 
was made for speed in the pro- 
duction of naval ordnance. 


aN 


; 2. But today, with so many in- 


dustries producing equipment for 
the Navy, the “E’’ has been 
awarded to.a few factories, too. 





4, The “E”’ flag was hoisted 
September 19, and hundreds of 
Erie G-E employees are proudly 
wearing ‘‘E’’ buttons to show that 
they, too, share the honor. 


General Electric believes that its first duty as a 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N. Y. 
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“Now you take a Nordstrom 


—there’s a real valve!”’ 


NORDSTROM VALVES KEEP UPKEEP DOWN 
MERCO NORDSTROM VALVE CO. 


A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
Branches: Oakland (Calif.) Factory: 2431 Peralta St. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, 
San Francisco, Seattle. Canadian Licensees: Peacock Bros., Ltd., Montreal. Ewropean Licensees: Audley Engineering Co., be 


a Newport, Shropshire, England. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








DESIGN Fi ord, Bacon & Davis, Ane. RATE CASES 


APPRAISALS 
INTANGIBLES 


CONSTRUCTION 


OPERATING COSTS Engineers 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San Francisco 





Mention the ForrnicHTLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervisios 
Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK ¢ CHICAGO e¢ PITTSBURGH ¢ SAN FRANCISCO e LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 








BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 


Erecting Engineer 








H. T. CANFIELD Francis S. HABERLY 
ENGINEERING ASSOCIATES ENGINEER 


B ie and Busi Reports Appraisals—Original Cost Accounting— 


Investigations, Valuations, Cost Studies, Rates < - 
Regulatory Problems and Proceedings Rates Dep reciation—Trends 


61 BROADWAY NEW YORK 122 Sourn Micuican AVENUE, CHICAGO 
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PROFESSIONAL DIRECTORY (concluded) 











JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reporte 
in connection wit 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











Representation in this Professional Directory may be obtained at very 
reasonable rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


Munsey Building 


Washington, D. C. 








INSIST ON 


VIELE 


Papers 
FOR YOUR 


Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 
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DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


It’s Vital Now 


The war makes _ trouble-proof 
electrical service a national ne- 
cessity. Don't risk interruptions 
from tree interference. Davey tree 
trimmers can do a_ thoroughly 
dependable job for you. 

Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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INDEX TO ADVERTISERS 


es Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Co, of America 
4merican Appraisal Company, The .... 
American Coach & Body Co., The . 


B 





*Babeock & Wilcox Co. 
Barber Gas Burner Company, The .... 
Barker & Wheeler, Engineers 

Bayer Company, The 
Black & Veatch, Consulting Engineers 
Brown, L. L., Paper Co. 

Burroughs Adding Machine Co. .... 





Cc 


Canfield, H. T., Engineering Associates 

Carpenter Manufacturing C 36 
Carter, Earl L., Consulting Engineer 

Cities Service Petroleum Prods. ..Inside Back Cover 
Cleveland Trencher C y, The 30 
Combustion Engineering Company, Ine. .............. 17 
Connelly Iron Sponge & Governor Co. .................. 23 
Crescent Insulated Wire & Cable Co., Ine. ........ 21 














D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Ditto, Incorporated 
Dodge Division of Chrysler Gerp. sii adciesenenancbiies 








E 


Egry Register Company, The 

Ehret Magnesia Manufacturing Co. ............ 
Electric Storage Battery Company, 

Elliott Company 

‘Ethyl Gasoline Corporation 





F 

Foley, Robert E., Erecting Engineer 

Ford, Bacon & Davis, Inc., Engineers .................. 
G 

General Electric Company 

Grinnell Company, Inc. 





H 
Haberly, Francis S., Engineer .. 
Hoosier Engineering Company 
I 


International Harvester Company, Inc. 19 
I-T-E Circuit Breaker Co. 56 
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*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 


K 


Kerite Insulated Wire & Cable Co., Inc., The .. 
Kinnear Manufacturing Company, The 
Koehler Manufacturing Company 


M 


Manning, J. H. & Company, Engineers 
*Marmon-Herrington Co., Inc. 

Merco Nordstrom Valve C 
Mercoid Corporation, The 








N 





Nation’s Business 


Neptune Meter Company .. 24 
Newport News Shipbuilding & Dry Dock Com 46 





ls 


Parsons Paper Company 
Pennsylvania Transformer Company ......... 
Pittsburgh Equitable Meter Company ...... 





R 


Railway & Industrial Engineering Company .... 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation -........20.......0....0..:cccceseeeee 
Robertshaw Thermostat C 
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Sanderson & Porter, Engineers .... 
Sangamo Electric Company ... 

Sargent & Lundy, Engineers . 

Silex Company, The 

Sloan & Cook, Consulting Engineers .... 
Sprague Meter Company, 

Stone & Webster Engineering Corporation 


T 
Timken-Detroit Axle Co., The 
Vv 


Vulcan Soot Blower Corp. 





w 
Westinghouse Electric & Mfg. Co. 
Outside Back Cover 
White, J. G., Engineering Corporation, The .... 53 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer 
52-54 
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Steel-enclosed air switchgear 

as built by I-T-E is called Multumite. 

Multumite construction includes refinements of design well in 

advance of common practices . . . pantograph withdrawal 

construction @ welded steel frames @ flanged doors and panels 

@ grille type louvers ¢ dependable separable contacts © accessi- 

bility of all parts @ silver surfaced bus conductors ¢ Klamp-tite 
disconnect switches © circuit breakers by I-T-E. 


Representatives in Principal Cities 


[-T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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NATIONAL DEFENSE NEEDS MORE 


THAN “ELBOW GREASE” 


industrial lubrication, as exempli- 

fied by the role of Cities Service, 
plays a vital part 

Lifeblood of the factory line is the precious 

oil that keeps the wheels of industry turning 

. ». Spinning ever faster and faster as tanks, 


ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of national defense, Cities 
Service’s industrial oils have been called 


vy) 
J le ' 


(&, 
ir) 


Cleveland, Detroit. 


upon to help deliver maximum efficiency of 
operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY -—cChicago, New 
Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


York, Cedar Rapids, 


CITIES SERVICE OIL COMPANY, LTD.-—Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY-—sShreveport, Littie Rock, Jackson, 
Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 
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HE world’s largest synchronous 
motor operating from a city net- 
work is shown above. This motor drives 
an air conditioning compressor at In- 
ternational Building, Rockefeller 
Center, New York. Thousands of West- 
inghouse motors of many types and 
sizes are in daily use throughout the 
country in. air conditioning units for 
theatres, schools, factories, restaurants, 
stores and public buildings. Westing- 
house is constantly finding new and 
improved uses for electrical equipment, 
thus. making living more pleasant and 
healthful and at the same time bring- 
ing increased load to your lines. 
WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, PA. 
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Westinghouse ‘ 


ELECTRICAL PARTNER OF THE CENTRAL STATION INI 


“ae 


